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FARMER-DEBTOR RELIEF 
(Bankruptcy) 





TUESDAY, JUNE 19, 1951 


Unirep Srares SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:30 a. m., in room 
424, Senate Office Building, Hon. Warren G. Magnuson (chairman 
of the subcommittee) presiding. 

Present: Senator Magnuson. 

Also present: Oliver Eastland, of the professional staff. 

Senator Magnuson. The committee will come to order. ‘The other 
two members are apparently not available this morning, but we would 
like to get the hearings under way on this proposed piece of legislation 
which is now before us, being S. 25, and also an amendment in the 
nature of a substitute, to S. 25, which would amend an act entitled 
“An Act To Establish a Uniform System of Bankruptcy Throughout 
the United States,” mainly relating to the agricultural economy. 

(The bill and the proposed amendment in the nature of a substitute 


follow :) 
[S. 25, 82d Cong., 1st sess.] 


A BILL To amend an Act entitled “An Act to establish a uniform system of bankruptcy 
throughout the United States,” approved July 1, 1898, and Acts amendatory thereof and 
supplementary thereto 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subdivision (c) of section 75 of the Act 
entitled “An Act to establish a uniform system of bankruptcy throughout the 
United States,” approved July 1, 1898, as amended, is hereby amended and incor- 
porated as chapter XVI of such Act, to read as follows: 


“CHAPTER XVI—FARMER-DEBTOR RELIEF 
“ARTICLE I—CONSTRUCTION 


“Sec. 901. The provisions of this chapter shall apply exclusively to proceedings 
under this chapter. 

“Sec. 902. The provisions of chapters I to VII, inclusive, of this Act shall, 
insofar as they are not inconsistent or in conflict with the provisions of this 
chapter, apply in proceedings under this chapter. For the purposes of such appli- 
cation, provisions relating to “bankrupts” shall be deemed to relate also to 
“debtors,” and “bankruptcy proceedings” or “proceedings in bankruptcy” shall be 
deemed to include proceedings under this chapter. For the purposes of such 
application, the date of the filing of the petition in bankruptcy shall be taken to be 
the date of the filing of an original petition under section 922 of this Act, and the 
date of adjudication shall be taken to be the date of approval of a petition filed 
under sections 921 or 922 of this Act, except where an adjudication had previously 
been entered. 
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“ARTICLE I[—DEFINITIONS 


“Sec. 906. For the purposes of this chapter, unless inconsistent with the 
context— 

“(1) ‘claims’ shall include all claims of whatever character against the 
debtor or his property, whether or not such claims are provable as debts 
under section 63 of this Act, and whether secured or unsecured, liquidated 
or unliquidated, fixed or contingent ; 

“(2) ‘creditor’ shall mean the holder of any claim; 

“(3) ‘debtor’ shall mean a farmer who files a petition under this chapter ; 

(4) ‘debts’ shall include all claims; 

“(5) ‘executory contracts’ shall include unexpired leases of real property ; 

“(6) ‘farmer’ shall mean an individual primarily bona fide engaged in 
producing products of the soil, or in dairy farming, or in the production of 
poultry or livestock, or in the production of poultry or livestock products 
in their unmanufactured state, and the principal part of whose gross income 
is derived from any one or more of such operations, whether so engaged 
personally or as a tenant or by tenants, and shall include the executor, 
administrator, or personal representative of the estate of any such deceased 
person so engaged at the time of his death in one or more of the foregoing 
operations. The provisions of this chapter shall be held to apply also to 
partnerships, to common, entirety, joint, or community ownerships, or to 
farming corporations where at least 75 per centum of the stock is owned by 
actual farmers; 

“(7) ‘petition’ shall mean a petition filed in a court of bankruptcy or 
with its clerk, by a debtor praying for the benefits of this chapter; 

“(8) ‘period of redemption’ shall include any State moratorium, whether 
established by legislative enactment or executive proclamation, or where 
the period of redemption has been extended by judicial decree or as pro- 
vided elsewhere in this chapter ; 

“(9) ‘plan’ shall mean a plan for a composition or extension, or both, 
proposed in a proceeding under this chapter; and 

“(10) ‘property’ of a debtor shall include all his property, real or per- 
sonal, wherever located, of every kind and nature, including but not limited 
to his interests in contracts for purchase, contracts for deed, conditional 
sales contracts, rights or equities of redemption, rights under trust deeds 
given as security, rights within a period of redemption which has not ex- 
pired, rights under trust deeds which have not become absolute, rights 
existing in case of sale which has not been confirmed or where a deed 
pursuant to sale has not been delivered. 

“Sec. 907. Creditors or any class of them shall be deemed to be ‘affected’ by 
a plan only if their or its interests shall be materially and adversely affected 
thereby. In the event of controversy, the court shall, after hearing upon notice, 
summarily determine whether any creditor or class of creditors is so affected. 


“ARTICLE I1I—JURISDICTION, POWERS, AND DUTIES OF THE CouURT 


“Sec. 911. Where not inconsistent with the provisions of this chapter, the 
court in which the petition is filed shall, for the purposes of this chapter, have 
exclusive jurisdiction of the debtor and his property, wherever located. 

“Sec. 912. Prior to the approval of a petition, the jurisdiction, powers, and 
duties of the court and of its officers, where not inconsistent with the provisions 
of this chapter, shall be the same as in a bankruptcy proceeding before 
adjudication. 

“Sec, 913. Upon the approval of a petition, the jurisdiction, powers, and duties 
of the court and of its officers, where not inconsistent with the provisions of this 
chapter, shall be the same as in a bankruptcy proceeding upon adjudication. 

“Sec. 914. Upon the approval of a petition under this chapter, the court may, 
in addition to the jurisdiction, powers, and duties hereinabove and elsewhere 
in this chapter conferred and imposed upon it— 

“(1) permit the rejection of executory contracts of the debtor, upon notice 
to the parties to such contracts and to such other parties in interest as the 
court may designate; and 

“(2) upon cause shown before the expiration of any time which under 
this chapter the court is required or permitted to fix for any purpose, extend 
such time upon such terms as the court may deem proper: Provided, how- 
ever, That in no circumstances shall the court extend the period prescribed 
in section 947, 986, 996, 1006, or 1007 of this Act. 
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“Sec. 915. Whenever notice is to be given under this chapter, if not otherwise 
specified hereunder, the court shall designate the time within which, the persons 
to whom, the form and manner in which the notice shall be given, and the 
contents of the notice. Any notice to be given under this chapter may be com- 
bined, whenever feasible, with any other notice or notices to be given under this 
chapter. 

“Sec. 916. The judge may transfer a proceeding under this chapter to a court 
of bankruptcy in any other district, regardless of the residence of the debtor, 
if the interests of the parties will be best served by such transfer. 

“Seo. 917. Where a petition is filed by the executor, administrator, or personal 
representative of the estate of a deceased debtor, the consent of the court in 
which such estate is pending shall not be required. 

“Sec. 918. Where not inconsistent with the provisions of this chapter, the 
jurisdiction of appellate courts shall be the same as in a bankruptcy proceeding. 


“ARTICLE IV—PETITION, APPROVAL, AND STAY 


“Sec, 921. A debtor may file a petition under this chapter in a pending bank- 
ruptcy proceeding either before or after his adjudication. 

“Seo. 922. If no bankruptcy proceeding is pending, a debtor may file an original 
petition under this chapter with the court in whose territorial jurisdiction he 
has resided or the principal part of his farming operations have occurred for 
the preceding six months or for a longer portion of the preceding six months 
than in any other jurisdiction. The filing of such petition shall be accompanied 
by payment to the clerk of a filing fee of $45, to be distributed by him as in the 
case of a bankruptcy proceeding. 

“Sec. 923. A petition filed under this chapter shall state— 

“(1) that the debtor is insolvent or unable to pay his debts as they mature 
and that he desires to avail himself of the benefits of this chapter; and 

“(2) the nature and status of all pending proceedings affecting the 
property of the debtor known to him and the courts in which they are 
pending. 

“Sec. 924. The petition shall be filed in triplicate and be accompanied in 
triplicate by— 

“(1) a statement of the executory contracts of the debtor ; 

“(2) the schedules and statement of affairs, if not previously filed, includ- 
ing a statement of rights of redemption which have not expired and rights 
under trust deeds which have not become absolute, and of deeds which have 
not been confirmed or delivered, and the property affected thereby; and 

“(3) where a petition is filed by the legal representative of the estate 
of a deceased debtor, copies of his appointment by the probate court, of which 
the original shall be certified. 

“Sec. 925. Upon the filing of a petition by a debtor the judge shall enter an 
order approving the petition if satisfied that it complies with the requirements 
of this chapter or, if not so satisfied, dismissing it for want of jurisdiction. 

“Sec. 926. A petition shall not be dismissed under section 925 of this Act 
because of the distressed financial condition of the debtor, or because there is no 
reasonable expectation of his financial rehabilitation, or because he may have 
no equity in his property above the encumbrances and other liens against it, or 
because of any other ground of like nature. 

“Sec. 927. In addition to the applicable relief of section 11 of this Act and 
the relief elsewhere provided under this chapter, the filing of a petition by a 
debtor shall, for the purposes of a proceeding under this chapter, operate as a 
stay of a prior pending bankruptcy, mortgage foreclosure or equity receivership 
proceeding and of any act or other proceeding to enforce a lien against any of 
the debtor’s property, including the sale of any of the debtor’s property under 
the terms of any mortgage, pledge, or deed of trust, and of the commencement 
or continuation of any act, suit, or proceeding against the debtor or his property 
until dismissal of the petition under section 925 of this Act, or if not dismissed, 
then until final decree dismissing or closing the proceeding under this chapter: 
Provided, however, That in the case of any property of a debtor not retained in 
his possession or not redeemed by him, as provided under this chapter, or being 
administered by his trustee appointed under this chapter, upon the application 
of a creditor holding an encumbrance on such property, lawfully enforceable 
except for the foregoing stay, the court may, after hearing upon notice to the 
debtor, the trustee, the creditor holding the encumbrance and such other parties 
as the court may designate, vacate the stay affecting such property, upon such 
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terms and conditions as the court, in its opinion, may deem proper with a view 
to the rights of the creditor holding the encumbrance and the interests of the 
estate. 

“Sec. 928. Where as to any property of the debtor, the period of redemption 
has not expired or the right under a deed of trust has not become absolute or 
a sale has not been confirmed or the deed has not been delivered, at the time 
of the filing of the petition, the period of redemption shall be extended, the 
confirmation of sale shall be stayed or the delivery of the deed shall be withheld 
for the period necessary for the purpose of carrying out the provisions of this 
chapter. 


“ARTICLE V—PROCEEDINGS SUBSEQUENT TO APPROVAL OF PETITION 


“Src. 931. Upon approval of a petition, the judge may refer the proceeding 
to a referee. 

“Sec. 982. Upon approval of a petition, the court shall promptly appoint three 
competent and disinterested appraisers, who shall be residents of the county 
where the principal part of the debtor’s property is located, who shall inventory 
separately, as far as practicable, all of the items of real and personal property 
belonging to the debtor and appraise each item at its then fair and reasonable 
market value. 

“Sec. 933. The appraisers shall file with the court a report of their inventory 
and appraisal, under oath, within ten days after the date of receipt of notice 
of their appointment, or within such further time as the court may, for cause 
shown, allow. 

“Sec. 984. Within ten days after the filing of such report, or within such 
further time as the court may for cause shown allow, the debtor shall file with 
the court— 

“(1) his claim of exemption ; 

“(2) a statement of the unexempt property, or such integral part or parcel 
thereof, and of the encumbered exempt property, possession of which he 
desires to retain for the purposes of the proceeding under this chapter; and 

“(3) the offer of, and the terms of, payments to be made by him on the 
appraised value of such property. 

“Sec. 935. Upon compliance by the debtor with the provisions of section 934 of 
this Act, the court shall promptly call a meeting of creditors upon at least ten 
days’ notice by mail to the debtor and all creditors. 

“Sec. 936. The notice of such meeting shall specify the purposes of the meeting, 
which shall include consideration of the report of the appraisers, the setting 
apart of the debtor’s exemptions, and the fixing of the amount and the terms of 
payments to be paid by the debtor upon the appraised value of the property 
to be retained by him. 

“Sec. 937. The notice of such meeting shall also be accompanied by— 

“(1) a summary of the scheduled liabilities ; 

*(2) a list of the names of the ten largest general unsecured creditors 
and the ten largest secured creditors, their addresses, and the scheduled 
amount owing to each of them, and, in the case of the secured creditors, the 
nature of the security held by each of them ; 

“(3) a list of the names of the unsecured creditors, entitled to priority, 
their addresses, and the nature and amount of the priority owing to each 
of them, as scheduled; 

“(4) a brief summary of the report of the appraisers ; 

“(5) a brief summary of the debtor’s claim of exemptions; and 

“(6) a brief summary of the property, possession of which is requested 
to be retained by the debtor, the valuation of such property as fixed by the 
report of the appraisers, and the terms of payment thereof offered by the 
debtor. 

“Sec. 938. At such meeting of creditors and at all adjournments thereof, and 
at all hearings under this chapter, the judge or referee shall preside. 

“Sec. 939. At such meeting of creditors or at any adjournment thereof— 

“(1) the court shall examine the debtor or cause him to be examined, and 
hear witnesses on any matters relevant to the proceedings; 

“(2) the creditors, exclusive of the creditors disqualified to vote for a 
trustee under section 44 of this Act, such grounds of disqualification to apply 
also to the secured creditors, may appoint a committee of not less than three 
creditors, which committee may consult and advise with the court and sub- 
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mit any question in connection with or affecting any matter relevant to the 
proceedings ; and 

“(3) the court may, at any time before the entry of the order under sec- 
tion 947 of this Act, enter an order temporarily retaining the debtor in pos- 
session of his property, or any integral part or parcel thereof, and shall fix 
the payments to be paid on the appraised value by the debtor during such 
period. 

“Sec. 940. At such meeting of creditors, or at any adjournment thereof, the 
creditors, exclusive of the creditors disqualified as provided in paragraph (2) of 
section 939 of this Act, may appoint a trustee. No individual shall be eligible 
to appointment as a trustee unless he is (a) a resident of the county where the 
principal part of the debtor's property is located; (b) familiar with agricultural 
conditions therein; (c) not engaged in the farm-mortgage business, the business 
of financing farmers or transactions in agricultural commodities, or of furnish- 
ing agricultural supplies; and (d) not a relative of, or associated in business 
with, any creditor. If the creditors do not appoint a trustee, or if the trustee 
so appointed fails te qualify as provided in this Act, the court shall make the 
appointment. Such trustee shall— 

“(1) administer the unexempt property of the debtor, possession of which 
is not retained or continued to be retained by the debtor under this chapter ; 

“(2) receive all moneys under this chapter paid by the debtor or coming 
into the estate and disburse and distribute the same as provided in this 
chapter; and 

“(3) when so authorized by the court as provided in section 968 of this 
Act, supervise the farming operations of the debtor. 

“See. 941. At such meeting of creditors, or at any adjournment thereof, the 
court shall set apart the exemptions of the debtor: Provided, however, That the 
court shall supervise and control the encumbered exempt property to be retained 
by the debtor for the purposes of the proceedings under this chapter. 

“Sec. 942. At such meeting of creditors, or at any adjournment thereof, the 
court shall hear and determine the objections, if any, to the report of the 
appraisers and shall enter an order approving, modifying, or disapproving such 
report. In case of disapproval, the court shall, after hearing, upon notice to the 
debtor and all creditors, enter an order, in accordance with the proof, deter- 
mining the then fair and reasonable market value of the property. A person 
aggrieved by the order entered by a referee may, within twenty days after the 
entry of the order, file a petition to review the same in the manner provided in 
this Act. 

“Sec. 948. The order establishing or determining the value of the property 
as provided in section 942 of this Act, when it has become final, shall be a 
conclusive determination of the valuation of the property and be binding upon 
all parties affected. 

“Sec. 944. At such meeting of creditors, or at any adjournment thereof, the 
court shall fix, pursuant to the provisions of this chapter, fair and reasonable 
installment payments to be paid by the debtor on the appraised value of such 
property, including encumbered exempt property, possession of which he re- 
quests to retain under paragraph (2) of section 934 of this Act, and shall fix 
the periods of payment thereof, either quarterly, semiannually, or annually, 
and how payable, either in advance or at the end of such period. 

“Sec, 945. a. In fixing such payments, the court shall 

“(1) apportion and allocate, so far as practicable, the amount of the pay- 
ment to the integral parts or parcels of the property, subject to specific 
liens ; 

“(2) give due consideration to the appraised value of the debtor's property, 
the customary rental value of property of the same general character lo- 
cated in the community in which the debtor's property is located, the actual 
net income and earning capacity of the debtor’s property, its depreciation 
or deterioration by reason of use or age, and such other factors which 
the court may consider essential in arriving at fair and reasonable install- 
ment payments; and 

“(3) give due consideration, in fixing the periodic payments, to the debtor's 
ability to pay, whether quarterly, semiannually, or annually, in advance 
or at the end of such period. 

“b. Such payments, and payments made under sections 948 and 949 shall be 
used, first, for the payment of taxes, insurance, and upkeep of the property 
from which the income was derived, and the remainder shall be distributed as 
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provided in sections 1028 and 1029 of this chapter, any, distribution to creditors 
to be applied on the value established as provided in this chapter. 

“Sec. 946. The court may, during the period of retention of the property by 
the debtor, increase or decrease the amount of the installment payments on the 
appraised value or change the period or terms of payment, or both, where it 
shall be made to appear, after hearing upon at least ten days’ notice by mail 
to the debtor and all creditors, that the circumstances of the debtor so warrant 
or require. 

“Sec. 947. Upon fixing the installment payments, as provided in section 944 
of this Act, the court shall forthwith thereupon enter an order continuing 
the debtor in possession of the property for which the installment payments 
are fixed, with authority to manage and operate the same in connection with the 
farming operations, for a period of three years from the date of the entry of 
such order or such further time as provided in sections 996 and 1007 of this 
Act, subject, however, at all times to the supervision and control of the court 
and to such terms and conditions as the court may from time to time prescribe 
pursuant to the provisions of this chapter. The court may require the debtor to 
file reports of the farming operations at such intervals as it may designate and 
in such form and containing such information as it may prescribe. 

“Sec. 948. Upon its own motion or upon application of any creditor, the 
court may, after hearing upon at least ten days’ notice by mail to the debtor 
and all creditors, require the debtor to make payments in addition to the 
fixed installment payments as provided in section 944 of this Act and, in 
fixing the amount and periods of such payments, the court shall give due con- 
sideration to the interests of creditors and to the debtor's ability to pay, with 
a view to his financial rehabilitation. 

“Sec. 949. The court may at any time during the proceedings, either upon its 
own motion or upon application of the debtor or any creditor, at a hearing upon 
at least ten days’ notice by mail to the debtor and all creditors, order the trustee 
to sell any unexempt perishable products of the farm if it appears necessary 
to protect the estate from loss, and any unexempt personal or real property not 
reasonably necessary to the farming operations of the debtor, except heirlooms 
and personal gifts in the discretion of the court, despite any order of the court 
retaining the debtor in possession thereof: Provided, however, That in the case 
of perishable property, the court may, upon cause shown, shorten the period 
of notice or order the sale without notice. 


“ARTICLE VI—TYITLeE, Riaguts, DUTIES, AND POWERS OF DEBTOR 


“Sec. 956. Except as provided in this chapter, and for the purposes of this 
chapter, a debtor shall with respect to the property retained by him under 
section 947 of this Act, and during the period of its retention by him, have all 
the title and exercise all the powers of a trustee appointed under section 44 of 
this Act, subject, however, at all times to the supervision and control of the 
court and to such terms and conditions as the court may from time to time 
prescribe for the protection of the property or the conservation of the security. 
A debtor may manage and operate such property in the manner and subject 
to the conditions as provided in this chapter. 

“Sec. 957. Where not inconsistent with the provisions of this chapter, the 
rights, privileges, and duties of the debtor shall be the same, before the approval 
of the petition, as in a bankruptcy proceeding before adjudication and, upon the 
approval of the petition, as in a bankruptcy proceeding upon adjudication. 

“Src. 958. Except as provided in this chater, a debtor shall not be adjudged 
a bankrupt under this chapter without his consent in writing filed with the 
court. 

“Sec. 959. Where a debtor has defaulted in a payment required by any order 
entered under this chapter, the court may, upon cause shown at a hearing upon 
such notice to the creditors as the court may designate, allow the debtor to cure 
the default upon such terms and conditions as the court may prescribe, giving 
due consideration to the financial circumstances of the debtor and the interests 
of the creditors. 

“Sec. 960. The court may, upon the written application of a debtor, at a hear- 
ing upon at least ten days’ notice by mail to all his creditors, and upon cause 
shown, transfer the proceeding upon a petition filed under section 922 of this 
Act, to a proceeding under chapters I to VII, inclusive, of this Act. 
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“ARTICLE VII—TITLE, Powers, AND Duties or TRUSTEE 


“Sec. 966. A trustee, upon his appointment and qualification, shall administer 
all of the unexempt property of the debtor, or property belonging to his estate, 
other than the roperty possession of which the debtor is permitted to retain 
under section 947 of this Act: Provided, however, That whenever under this 
chapter the debtor’s right to retain possession of any integral part or parcel or 
all of such property shall cease or be terminated, then in any such case the 
trustee shall administer also such property. 

“Sec. 967. A trustee, upon his appointment and qualification, shall, as to all 
property administered by him as provided in section 966 of this Act, be vested 
with the title of a trustee appointed under section 44 of this Act. 

“Sec. 968. Where not inconsistent with the provision of this chapter, a trustee, 
upon his appointment and qualification, with respect to the property administered 
under section 966 of this Act, shall be vested with the rights, be subject to the 
duties, and exercise the powers of a trustee appointed under section 44 of this 
Act, and shall, if authorized by the court, after a hearing upon at least ten 
days’ notice by mail to the debtor and all creditors, supervise and control the 
property and the farming operations of the debtor, subject at all times to the 
control of the court and to such limitations, restrictions, terms, and conditions 
as the court may from time to time prescribe. 

“Sec. 069. A trustee, upon his appointment and qualification, shall receive all 
moneys paid by the debtor under this chapter and other moneys coming into 
the estate, and shall promptly deposit the same in a depository designated pur- 
suant to the provisions of this Act. 

“Src. 970. The trustee shall disburse moneys only by check or draft upon the 
depository, signed by him and, unless otherwise directed by the judge, counter- 
signed by the referee, 


“ARTICLE VIII—CrReEDITORS AND CLAIMS 


“Seo. 976. After approval of the petition, the court shall prescribe the manner 
in which and fix a time within which the proofs of claim of the secured and 
unsecured creditors may be filed and allowed. 

“Sec. 977. For the purposes of the proceedings and of any plan and its accept- 
ance under this chapter, the court may fix the division of secured and unsecured 
creditors, including priority creditors, into classes according to the nature of 
their respective claims. 

“Sec. 978. The court shall classify as unsecured any amount in excess of the 
value, established under this chapter, of the security held by a secured creditor. 

“Sec. 979. Where not inconsistent with the provisions of this chapter, the 
rights, duties, and liabilities of creditors and of all other persons with respect to 
the property of the debtor shall be the same, before the approval of the petition, 
as in a bankruptcy proceeding before adjudication and, upon the approval of 
the petition, as in a bankruptcy proceeding upon adjudication. 

“Sec. 980. In case an executory contract shall be rejected pursuant to the 
provisions of a plan or to the permission of the court given in a proceeding 
under this chapter, or shall have been rejected in a prior pending proceeding, any 
person injured by such rejection shall, for the purpose of this chapter and of 
any plan, its acceptance and confirmation, be deemed a creditor. The claim of a 
landlord for damages for injury resulting from the rejection of an unexpired 
lease of real estate or for damages or indemnity under a covenant contained in 
such lease shall be governed by the provisions of clause (9) of subdivision a of 
section 638 of this Act. 

“Sec. 981. If the time for filing claims in a pending bankruptcy proceeding 
has expired prior to the filing of a petition under this chapter, unsecured claims 
provable under section 63 of this Act, and not filed within the time prescribed 
by subdivision n of section 57 of this Act, shall not be allowed in the proceedings 
or participate in a plan under this chapter, and shall not be allowed in the bank- 
ruptey proceeding when reinstated as provided in this chapter. 

“Sec. 982. Upon the entry of an order under the provisions of this chapter 
directing that bankruptcy be proceeded with, only such claims as are provable 
under section 63 of this Act shall be allowed and, except as provided in section 
981 of this Act, claims not already filed, including claims of the United States 
or of any State or subdivision thereof, may be filed within six months after the 
first date set for the first meeting of creditors, held pursuant to section 55 of this 
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Act, or, if such date has previously been set, then within three months after 
the mailing of notice to creditors of the entry of the order directing that bank- 
ruptcy be proceeded with. 


“ARTICLE [X—PLAN 


“Sec. 986. Upon compliance by a debtor with the provisions of this chapter 
and with all orders of the court made pursuant thereto, the debtor, not later 
than two years after the date of the entry of the order provided for in section 
947 of this Act, may file under this chapter a plan offering terms of composition 
or extension, or both, to his secyred or unsecured creditors, or both. 

“Sec. 987. Upon the filing of a plan, the court shall promptly fix a hearing 
thereon upon at least ten days’ notice by mail to the debtor and all creditors. 

“Sec. 988. A plan under this chapter— 

“(1) shall include provisions altering or modifying the rights of creditors 
generally or of a class of them, secured or unsecured, upon any terms or for 
any consideration; 

“(2) may include provisions for the treatment of unsecured debts on a 
parity one with the other, or for the division of such debts into classes and 
the treatment thereof in different ways or upon different terms; 

“(3) may include provisions for the treatment of secured debts generally, 
or for the division of such debts into classes according to their nature and 
the treatment thereof in different ways or upon different terms; 

“(4) may deal with all or any integral part or parcel of a debtor’s 
property ; 

“(5) shall specify what debts, if any, are to be paid in cash in full and 
the creditors or any class of them not to be affected by the plan and the pro- 
visions, if any, with respect to them ; 

“(6) may provide for the rejection of executory contracts; 

“(7) may provide for priority of debts incurred after the filing of the 
petition and during the pendency of the proceeding under this chapter, 
over the debts affected by the plan; 

“(8) may provide for priority of payment during the period of extension 
provided by the plan as between secured and unsecured debts affected by the 
plan; 

(9) shall provide for the payment of costs and expenses of administration 
and other allowances which may be approved and made by the court; 

(10) may, for the period of extension, provide for the operation of the 
farm and the management of the property with or without supervision or 
control by a trustee, a committee of creditors or otherwise; 

“(11) may provide for termination, under specified conditions, of any 
period of extension provided by the plan; 

(12) may provide for specific undertakings of the debtor during the period 
of extension provided by the plan, including provisions for payments on 
account ; 

“(13) may provide for retention of jurisdiction by the court until the 
provisions of the plan, after its confirmation, have been performed; 

“(14) shall provide for any secured creditor or, where the secured credi- 
tors are divided into classes, for any class of them, affected by and not 
accepting the plan as provided in this chapter, adequate protection for the 
realization of the values of his or their debts against the property dealt with 
by the plan and affected by such debts, either as provided in the plan or in 
the order confirming the plan, (a) by the retention by the debtor of such 
property subject to such debts, up to the amount of but not to exceed the 
appraised value of the security as established under this chapter; or (b) by 
payment in cash of such appraised value; or (c) by such method as will, 
under and consistent with the circumstances of the particular case, ade- 
quately and fairly provide for such protection ; 

“(15) may provide that the court may from time to time increase or re- 
duce the amount of any installment payments provided by the plan, or ex- 
tend or shorten the period of any such payments, where it shall be made to 
appear, after hearing upon at least ten days’ notice by mail to the debtor and 
all creditors affected, that the circumstances of the debtor so warrant or 
require ; 

(16) shall provide adequate means for the execution of the plan, which 
may include the satisfaction or modification of liens, the curing or waiver 
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of defaults, the extension of maturity dates and changes in interest rates 
and other terms of outstanding liens; and 

“(17) may include any other appropriate provisions not inconsistent with 
the provisions of this chapter. 

“Sec. 989. A plan which has been accepted in writing by all creditors affected 
thereby, whether or not their claims have been proved, shall be confirmed by 
the court when the debtor shall have deposited with the trustee the meneys or 
other consideration required’ by the plan, and if the court is satisfied that the 
plan and its acceptance are in good faith and have not been made or procured by 
means, promises, or acts forbidden by this Act. 

“Sec. 990. If a plan has not been so accepted, an application for its confirma- 
tion may be filed with the court within such time as the court shall have fixed 
in the notice of the hearing prescribed by section 987 of this Act, or at or after 
such hearing, and after but not before— 

“(1) it has been accepted in writing, filed in court, by creditors who are 
affected by the plan and whose claims have been proved and allowed before 
the conclusion of the hearing, exclusive of creditors for whom payment or 
protection has been provided in accordance with paragraph (14) of section 
M88 of this Act: (a) with respect to unsecured creditors, by a majority in 
number generally, or, if divided into classes, by a majority in number of each 
class of them, which number shall represent a majority in amount of such 
claims generally or of each class of them; and (b) with respect to secured 
creditors, by each of the secured creditors, or, if the secured creditors are 
divided into classes, by a majority in number of each class of them, which 
number shall represent a majority in amount of the claims of each class of 
them ; and 

“(2) the debtor has deposited with the trustee the moneys or other con- 
sideration required to be deposited by him under the plan. 

“Sec. 991. The court shall, at such hearing or any adjournment thereof, re- 
ceive and determine the written acceptances of creditors on the proposed plan, 
which acceptances may be obtained by the debtor before or after the filing of a 
petition under this chapter. 

*Sec. 992. Upon compliance with the requirements of section 990 of this Act, 
the court shall promptly fix the last day for filing objections to the confirmation 
of the plan and a hearing upon confirmation of the plan and any objections filed 
to the confirmation, of which notice by mail shall be given to the debtor and all 
creditors at least ten days before the last day fixed for tiling objections and at 
least twenty days before the time fixed for the hearing. 

“Sec. 998, After a plan has been accepted by creditors, alterations or modi- 
fications of the plan may, with leave of court, be proposed in writing by the 
debtor. 

“Src, 994. Unless the court finds that the proposed alteration or modification 
does not materially and adversely affect the interest of any creditor who has not 
in writing assented thereto, the court shall adjourn the hearing prescribed by 
section 987 of this Act or, if closed, reopen the hearing, and may enter an order 
that any creditor who accepted the plan and who fails to file with the court, 
within such reasonable time as shall be fixed in the order, a rejection of the al- 
tered or moditied plan, shall be deemed to have accepted the alteration or modi- 
fication and the plan so altéred or modified, unless the previous acceptance pro- 
vides otherwise. 

“Sec. 995. At least ten days’ notice by mail of the adjourned or reopened 
hearing, together with a copy of the order, if entered, and of the proposed altera- 
tion or modification, shall be given to the debtor and all the creditors. 

“Sec. 996. If a plan is pending and not confirmed at the end of the three-year 
period provided in section 947 of this Act, the debtor shall be continued in 
possession until the plan has been confirmed or rejected and during such continu- 
ation shall pay the rental fixed pursuant to the provisions of this Act. 

“Sec. 997. The court shall confirm a plan if satisfied that— 

“(1) the provisions of this chapter have been complied with ; 

“(2) it is for the best interests of the creditors; 

“(3) it will result in the financial rehabilitation of the debtor ; 

“(4) the proposal and its acceptance are in good faith and have not been 
made or procured by any means, promises, or acts forbidden by this Act; and 

“(5) the debtor has not been guilty of any of the acts or failed to perform 
any of the duties which would be a bar to the discharge of a bankrupt: 
Provided however, That the confirmation of a plan shall not be refused 
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because of a prior discharge granted or a prior composition or extension 
confirmed under this Act. 

“Sec. 998. Upon confirmation of a plan— 

“(1) the plan and its provisions shall be binding upon the debtor and 
all creditors of the debtor, whether or not they are affected by the plan or 
have accepted it or have filed their claims, and whether or not their claims 
have been scheduled or allowed, or are allowable; 

‘“*(2) the debtor shall comply with the provisions of the plan and with the 
orders of the court relative thereto and shall take all action necessary to 
carry out the plan; 

“(3) the moneys deposited for priority debts, for payments which by the 
provisions of the plan are to be made in cash, and for the costs and ex- 
penses, shall be disbursed to the persons entitled thereto; 

“(4) the consideration, if any, shall be disbursed and the rights provided 
by the plan shall inure to the creditors affected by the plan, as their interests 
may appear, whose claims are not barred by the provisions of section 981 
of this Act, and (a) have been proved prior to the date fixed by the court and 
are allowed, or (b) whether or not proved, have been scheduled by the 
debtor as fixed liabilities, liquidated in amount and are not disputed: 
Provided, however, That where such debts are objected to by any party in 
interest, the objections shall be heard and summarily determined by the 
court; 

“(5) the property dealt with by the plan shall be free and clear of all 
debts affected by the plan, except such debts as may otherwise be provided 
for in the plan or in the order confirming the plan; and 

“(6) the court may direct any lien holder to execute and deliver or join 
in the execution and delivery of such instruments as may be requisite to 
effect the retention in the debtor of the property dealt with by the plan 
which has been confirmed, and to perform such other acts, including the 
satisfaction of liens, as the court may deem necessary for the consummation 
of the plan. 

“Sec. 999. During the period of extension, if so provided in the plan or in 
the order confirming the plan, the court— 

“(1) shall retain jurisdiction of the debtor and his property for all 
purposes of the plan and its consummation, and shall supervise or control 
the operation of the farm and the management of the property of the 
debtor; and 

“(2) may issue such orders as may be requisite to effectuate the provisions 
of the plan. 

“Sec. 1000. The confirmation of a plan shall discharge a debtor from all of 
his debts and liabilities provided for by the plan, except as provided in the plan 
or the order confirming the plan, including the claims specified in section 981 of 
this Act, but excluding such debts as, under section 17 of this Act, are not 
dischargeable. 

“Sec, 1001. After consummation of a plan confirmed under this chapter, the 
court shall enter a decree making such provisions, by way of injunction or other- 
wise, aS may be equitable, and after complete administration enter a final decree 
discharging the trustee and closing the case. 

“Sec. 1002. If, before the expiration of the period of three years after the 
entry of the order continuing the debtor in possession as provided by section 
947 of this Act, a plan is withdrawn or abandoned prior to its acceptance or is 
not accepted at the hearing fixed by the court or any adjournment thereof, or if 
the money or other consideration required to be deposited is not deposited or 
the application for confirmation is not filed within the time fixed by the court, 
or if confirmation of the plan is refused, the court shall enter an order terminat- 
ing that part of the proceeding relating to the plan. 

“Sec. 1003. If, upon the application of any party in interest filed at any time 
within six months after a plan has been confirmed, it shall be made to appear 
that fraud was practiced in the procuring of such plan and that knowledge of 
such fraud has come to the petitioner since the confirmation of such plan— 

“(1) if the debtor has been guilty of or has participated in the fraud 
or has had knowledge thereof before the confirmation and has failed to 
inform the court of the fraud, the court may set aside the confirmation and 
thereupon, (a) where the petition was filed under section 921 of this Act, 
reinstate the pending bankruptcy proceeding, adjudge the debtor a bankrupt, 
if he has not already been so adjudged, and direct that the bankruptcy 
proceeding be proceeded with, or (b) where the petition was filed under 
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section 922 of this Act, reinstate the proceeding, adjudge the debtor a bank- 
rupt, and direct that bankruptcy be proceeded with pursuant to the provisions 
of this Act; or 

“(2) the court may set aside the confirmation, reinstate the proceeding 
under the petition filed under this chapter, and hear and determine applica- 
tions for leave to propose, within such time as the court may fix alterations 
or modifications of the plan for the purpose of correcting the fraud; or 

“(3) the court may reinstate the proceeding under the petition filed under 
this chapter and modify or alter the plan for the purpose of correcting the 
fraud, but may not materially modify or alter the plan adversely to the 
interests of any party who did not participate in the fraud and does not 
consent to such modification or alteration, or to the prejudice of any innocent 
person, who. for value, subsequent to the conformation, acquired rights in 
reliance upn it. 


“ARTICLE X-——-REVEMPTION OF PROPERTY 


“Sec. 1006. Unless, at the time of filing the application to redeem, a debtor's 
plan under this chapter is either pending or has been contirmed, and where 
not otherwise inconsistent with the provisions of this chapter, the debtor may, 
at any time before the expiration of three years after the entry of the order 
retaining the debtor in possession as provided by sections 947 and 1007 of this 
Act, file an application to redeem the property, or any integral part or parce! 
thereof, retained in his possession under the provisions of sections 947 and 
1007 of this Act. 

“Seo. 1007. If at the end of three years the farmer-debtor has paid at least 
one-half of the value of his property established as provided in this chapter 
into court, and the court finds that such farmer-debtor has substantially and in 
good faith complied with the provisions of this chapter then it may extend the 
period of the stay ordered under section 947 from year to year, not to exceed 
two additional years, upon such terms and conditions as to the court seems just. 

“Sec. 1008. The debtor shall, within the time fixed by the court, pay to the 
trustee for the unexempt property sought to be redeemed by the debtor and for 
the encumbered exempt property, sought to be cleared by the debtor, the valuation 
thereof established by the appraisal, as reported and finally approved under this 
chapter, plus 4 per centum interest on unpaid balances, including the amount 
of encumbrances on his exemptions, up to the amount of the appraisal, less all 
additional payments made by the debtor under the provisions of this Act. 

“Sec. 1009. Upon such payment of redemption having been made— 

“(1) title to the redeemed property shall become vested absolutely in 
the debtor, free and clear of all encumbrances ; and 

“(2) the debtor shall be discharged of all debts and liabilities, excepting 
only such as are not dischargeable under section 17 of this Act. 


“ARTICLE XI—DISMISSAL AND ADJUDICATION 


“Sec 1016. If, subsequent to the expiration of the period of three years after 
the entry of the order continuing the debtor in possession as provided by sections 
947 and 1007 of this Act, a debtor’s plan proposed under this chapter is not 
effected for any reason specified in section 1002 of this Act, or if where the 
court has retained jurisdiction after confirmation of a plan, the debtor defaults 
in any of the terms of the plan or the plan terminates by reason of the happening 
of a condition specified in the plan, or if at any time the debtor fails to comply 
with any of the provisions of this chapter or with any lawful orders of the court 
made pursuant to this chapter, or if the debtor fails within the period of three 
years after the entry of the order retaining the debtor in possession as provided 
by section 947 of this Act, to redeem all or any integral part or parcel of the 
property retained in his possession under this chapter, the court shall— 

“(1) where the petition was filed under section 921 of this Act, enter an 
order dismissing the proceeding under this chapter and directing that bank- 
ruptey be proceeded with pursuant to the provisions of this Act; or 

“(2) where the petition was filed under section 922 of this Act, enter an 
order, upon hearing after notice to the debtor, the creditors, and such other 
persons in interest as the court may direct, either adjudging the debtor 
a bankrupt and directing that bankruptcy be proceeded with pursuant to 
the provisions of this Act or dismissing the proceeding under this chapter, 
whichever in the opinion of the court may be in the interest of creditors. 
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“Sec. 1017. Upon the entry of an order directing that bankruptcy be proceeded 
with— 

(1) in the case of a petition filed under section 921 of this Act, the bank- 
ruptcy proceeding shall be deemed reinstated and thereafter shall be con- 
ducted, so far as possible, as if such petition under this chapter had not been 
filed ; 

*(2) in the case of a petition filed under section 922 of this Act, the pro- 
ceeding shall be conducted, so far as possible, in the same manner and witb 
like effect as if a voluntary petition in bankruptcy had been filed and a 
decree of adjudication had been entered on the day when the petition under 
this chapter had been filed; and 

“(3) (1) the trustee shall, upon his appointment and qualification, be 
vested with the title to all the property of the debtor as of the date of the 
entry of the order directing that bankruptcy be proceeded with ; 

“(2) the unsecured debts incurred by the debtor after the confirmation of 
the plan and before the date of the entry of the final order directing that 
bankruptcy be proceeded with shall, unless and except as otherwise pro- 
vided in the plan or in the order confirming the plan, share on a parity with 
the prior unsecured debts of the same classes, provable in the ensuing bank- 
ruptey proceeding, and for such purpose the prior unsecured debts shall be 
deemed to be reduced to the amounts respectively provided for them in the 
plan or in the order confirming the plan, less any payment made thereunder ; 
and 

“(3) the provisions of chapters I to VII, inclusive, of this Act shall, 
insofar as they are not inconsistent or in conflict with the provisions of this 
section, apply to the rights, duties, and liabilities of the creditors holding 
debts incurred by the debtor after the filing of the petition or confirmation 
of the plan and before the date of the final order directing that bankruptcy be 
proceeded with, and of all persons with respect to the property of the debtor, 
and, for the purposes of such application, the date of the entry of the order 
directing that bankruptcy be proceeded with. 

“Sec. 1018. Upon the dismissal of a proceeding originating by a petition filed 
under section 922 of this Act, the court shall enter a final decree discharging the 
trustee and closing the estate. 


“ARTICLE XII—COMPENSATION AND ALLOWANCES: PRIORITIKS AND DISTRIBUTION 
AMONG CREDITORS 


“Sec. 1021. The court shall, in the order appointing appraisers under this chap- 
ter, fix the amount of their compensation, or the rate or measure thereof, payable 
out of the estate, as full compensation for their services after they are rendered. 

“Sec. 1022. A trustee shall receive out of the estate as full compensation for 
his services after they are rendered— 

“(1) such reasonable sum as the court may allow, not to exceed 2 per 
centum upon the moneys disbursed or turned over by him to any persons, 
including the lienholders; and 

“(2) when directed by the court to supervise the farming operations of 
the debtor, such additional sum as may be allowed by the court: Provided, 
however, That in no event shall the total compensation to a trustee for all 
services rendered by him exceed 5 per centum upon all moneys received 
and disbursed by him to any persons, including lienholders. 

“Sec. 1023. The court may allow the trustee reimbursement for the actual and 
necessary costs and expenses incurred by him in a proceeding under this chapter. 

“Sec. 1024. The court may allow reasonable compensation for the actual and 
necessary professional services rendered and reimbursement for the actual and 
necessary costs and expenses incurred by the attorney for a debtor or a trustee in 
a proceeding under this chapter. 

“Sec. 1025. Where a petition is filed under section 921 of this Act, the court 
may allow, if not already allowed, reasonable compensation for services rendered 
and reimbursement for proper costs and expenses incurred in such superseded 
bankruptcy proceeding, as authorized and prescribed in this Act. 

“Sec. 1026. Upon the dismissal of a proceeding under this chapter or the entry 
of an order directing that bankruptcy be proceeded with as provided in this 
chapter, the court may allow reasonable compensation for services rendered and 
reimbursement for proper costs and expenses incurred in such proceeding prior 
to such dismissal or the entry of such order, by any persons entitled thereto, as 
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authorized and prescribed in this chapter, and shall make provision for the pay- 
ment thereof and for the payment of all proper costs and expenses incurred by 
officers in such proceeding. 

“Sec. 1027. The court shall fix a time of hearing for the consideration of appli- 
cations for allowances, of which hearing notice by mail shall be given to the 
debtor and all creditors. 

“Sec. 1028. The fees, costs, and expenses incurred and allowed in a proceeding 
under this chapter shall be paid in full in advance of distribution to creditors, 
secured and unsecured, to be shared by them pro rata according to their re- 
spective interests in the fund subject to distribution, and the order of payment 
shall be 

“(1) the costs and expenses of the referee as provided in clause (d) of 
paragraph (2) of subdivision (c) of the section 40 of this Act; 

“(2) the costs and expenses of the trustee ; 

“(3) the compensation of the referee as provided in clause (d) of para- 
graph (2) of subdivision (c) of section 40 of this Act; 

“(4) the compensation, costs, and expenses of the appraisers ; 

“(5) the compensation of the trustee ; 

“(6) the compensation, costs, and expenses of the attorney for the debtor 
in connection with the proceeding under this chapter; and 

“(7) also, in advance of distribution to the unsecured creditors, in the 
case of a pending bankruptcy proceeding superseded by a proceeding under 
this chapter, the fees, costs, and expenses and other debts entitled to priority 
in the superseded proceeding, and, in the case of an original petition filed 
under section 922 of this Act, the debts entitled to priority, and the order of 
their priority, shall be as provided in subdivision (a) of section 64 of this 
Act. 

“Src. 1029. The net funds of the estate, after payment of the allowances as 
provided in section 1028 of this Act, shall be distributed, from time to time as 
may be ordered by the court, among the secured and unsecured creditors as their 
interests may appear. Where partial distributions occur, proper adjustment 
shall be made in the final distribution, or sooner when practicable, so as to carry 
out the basis of apportionment of the fees, costs, and expenses, as provided in 
section 1028 of this Act. 

“Sec. 1030. Upon the entry of an order in a proceeding under this chapter 
directing that bankruptcy be proceeded with, the actual and necessary fees, costs, 
and expenses thereafter incurred and allowed in the ensuing bankruptcy pro- 
ceeding shall be given priority over all unpaid fees, costs, and expenses incurred 
prior to the entry of such order. 


“ARTICLES XIII—Priorn PROCEEDINGS 


“Sec. 1086. A petition may filed under this chapter notwithstanding the pend- 
ency of a prior mortgage foreclosure, equity, or other proceeding in a court of 
the United States or of any State in which a receiver or trustee of all or any 
part of the property of a debtor has been appointed or for whose appointment an 
application has been made. 

“Sec. 1037. A debtor, upon approval of his petition, shall become vested with 
the rights, if any, of such prior receiver or trustee in such property and with the 
right to immediate possession thereof, and shall also have the right to im- 
mediate possession of his property in the possession of a trustee under a deed 
of trust, a mortgagee under a mortgage, or a pledgee under a pledge, subject 
however, at all times to the supervision and control of the court and to such 
terms and conditions as the court may from time to time prescribe: Provided, 
That the trustee, appointed and qualified under this chapter, shall become vested 
with all such rights as to any such property not included in the order retaining 
the debtor in possession entered under section 947 of this Act. 

“Sec. 1038. The judge shall make such provision as may be equitable for the 
protection of the obligations incurred by a receiver or trustee in such prior pro- 
ceeding and for the payment of the reasonable costs and expenses incurred 
therein as may be allowed by the judge. 

“Sec. 1039. Upon a dismissal of a proceeding under this chapter, such prior 
proceeding shall become reinstated, and the judge shall allow the reasonable 
costs and expenses under this chapter, including the allowances provided for 
in article XII of this chapter, and shall make appropriate provision for the 
retransfer of such property to the person or persons entitled thereto upon such 
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terms as may be equitable for the protection of the obligations incurred in the 
proceeding under this chapter with respect to such property, and for payment of 
the costs and expenses of the proceeding. 


“ARTICLE XIV—GENERAL PROVISIONS 


“Sec. 1041. All statutes of limitations affecting claims provable under this 
chapter and the running of all periods of time prescribed by this Act in respect 
to the commission of acts of bankruptcy, the recovery of preferences and the 
avoidance of liens and transfers shall be suspended while a proceeding under 
this chapter is pending and until it is finally dismissed. 

“Spec. 1042. Unless otherwise directed by the court, all notices required by this 
chapter may be given by mail to the parties entitled thereto to their addresses 
ascertained in the manner prescribed for other notices in section.58 of this Act. 

“Sec. 1043. A previous discharge or confirmation of an arrangement or plan 
of a debtor under other provisions of this Act shall not be ground for denying 
him the benefits of this chapter. 

“Sec. 1044. No income or profit, taxable under any law of the United States 
or of any State now in force or which may hereafter be enacted, shall, in respect 
to the adjustment of the indebtedness of a debtor in a proceeding under this 
chapter, be deemed to have accrued to or to have been realized by a debtor by 
reason of a modification in or cancellation in whole or in part of any such in- 
debtedness in a proceeding under this chapter: Provided, however, That if it 
shall be made to appear that the plan had for one of its principal purposes the 
evasion of any income tax, the exemption provided by this section shall be dis- 
allowed. 

“Sec. 1045. Until the Supreme Court of the United States has promulgated 
general orders and official forms governing this chapter, general order 50, and 
the official forms heretofore made shall, insofar as not inconsistent or in conflict 
with the provisions of this chapter, be applicable to procedure under this 
chapter. 

“ARTICLE XN V—EFFECT OF CHAPTER 


“Sec. 1051. On and after the effective date of this amendatory Act, this chapter 
shall apply to debtors and their creditors, whether their rights, claims, and 
interests of any nature whatsoever have been acquired or created before or after 
such date. 

“Sec. 1052. A petition may be filed under this chapter in a proceeding in bank 
ruptey which is pending on the eifective date of this amendatory Act, and a 
petition may be filed under this chapter notwithstanding the pendency on such 
date of a proceeding in which a receiver or trustee of all or any part of the 
property of a debtor has been appointed or for whose appointment application 
has been made in a court of the United States or of any State. 

“Sec. 1053. As of the day preceding the date on which the provisions of this 
amendatory Act become effective, an allocation shall be made by the judge or 
judges of the several courts of bankruptcy of all filing and other fees, commis- 
sions, and allowances, and of all expense funds, due the then existing concilation 
commissioners for services rendered and expenses incurred in the cases pending 
before them, whether as referee or conciliation commissioner under this Act. 
The balances of such filing and other fees, commissioners, and allowances, and 
the expense surpluses shall be covered into the Treasury of the United States 
by the conciliation commissioners and the clerks, to be deposited to the credit 
of the respective salary and expense funds as provided in paragraph (4) of 
subdivision (c) of section 40 of this Act. All cases then pending before con- 
ciliation commissioners shall be rereferred, and no additional filing fees shall 
be required, but additional salary and expense charges may be assessed in such 
cases in such amounts as the judge or judges of the several courts of bankruptcy 
may deem equitable, taking into consideration the schedules of additional fees 
fixed by the Director and the payments previously made therein. 

“Sec, 1054. The provisions of section 75, as amended, of the Act entitled ‘An 
Act to establish a uniform system of bankruptcy throughout the United States’, 
approved July 1, 1898, shall continue in full force and effect with respect to 
proceedings pending under that section upon the effective date of this amendatory 
Act: Provided, however, That the provisions of this amendatory Act shall govern 
in such proceedings so far as practicable. 

“Sec. 1055. Section 1044 of this Act shall apply to plans confirmed and redemp- 
tions of property consummated under section 75 before the effective date of 
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section 2 of this amendatory Act and to plans which may be confirmed and redemp- 
tions on property which may be consummated under section 75 on or after such 
effective date.” 

Sec. 2. Clause (2) of section 35 of such Act, as amended, is amended to read 
as follows: “(2) not holding any office of profit or emolument under the laws 
of the United States or of any State or subdivision thereof other than special 
master under this Act: Provided, however, That part-time referees may be com- 
missioners of deed, United States commissioners, justices of the peace, masters in 
chancery, notaries public, or retired officers and retired enlisted personnel of the 
Regular and Reserve components of the Army, Navy, Marine Corps, and Coast 
Guard, members of the National Guard of the United States and of the National 
Guard of a State, Territory, or the District of Columbia has been the National 
Guard disbursing officers who are on a full-time salary basis; (3) at the time when 
originally appointed not relatives of any of the judges of the courts of bank- 
ruptey or of the justices or judges of the appellate courts of the districts wherein 
they may be appointed; (4) resident and have their offices within the judicial 
district of the court or one of the courts of bankruptcy under which they are to 
hold appointment: Provided, however, That where a referee shall be temporarily 
transferred or permanently appointed to another judicial district, residence or 
office in such other district shal not be requisite for eligibility ; and (5) members 
in good standing at the bar of the district court of the United States in which they 
are first appointed or, if appointed to serve in territory within more than one 
judicial district, at the bar of one of such district courts: Provided, however, 
That the requirement of membership at such bar shall not apply to referees 
holding office on the date when this amendatory Act takes effect.” 

Sec, 3. (a) Paragraph (2) of subdivision (c) of section 40 of such Act, as 
amended, is amended to read as follows: 

(2) Additional fees for the referees’ salary fund and for the referees’ expense 
fund shall be charged, in accordance with the schedules fixed by the conference 
(a) against each estate wholly or partially liquidated in a bankruptcy proceeding, 
and be computed upon the net proceeds realized; (b) against each case in an 
arrangement confirmed under chapter XI of this Act, and be computed upon the 
amount to be paid to the unsecured creditors upon confirmation of the arrange- 
ment and thereafter, pursuant to the terms of the arrangement, and, where under 
the arrangement any part of the consideration to be distributed is other than 
money, upon the amount of the fair value of such consideration; (c) against each 
case in a wage-earner plan confirmed under chapter XIII of this Act, and be 
computed upon the payments actually made by or for a debtor under the plan; 
and (d) against each case in a proceeding under chapter XVI of this Act, and 
be computed upon the amount of moneys, including rentals, disbursed by the 
trustee and upon the amount to be paid to the creditors upon confirmation of 
the plan and thereafter, pursuant to the terms of the plan, and, where under the 
plan any part of the consideration to be distributed is other than money, upon 
the amount of the fair value of such consideration, and upon the amount paid by 
or for the debtor in the redemption of his property under such chapter. Such 
schedules of fees may be revised by the director, with the approval of the con- 
ference, not more than once during each calendar year, so that the total amount 
of fees, allowances, and charges collected and to be collected from all sources for 
the referees’ salary fund and for the referees’ expense fund will, as near as may 
be, equal for each fund, respectively, the total amount of salaries paid and to be 
paid to referees in active service, and the total amount of their expenses: Pro- 
vided, however, That such schedules of fees shall not be so revised for any year 
that the total collections estimated by the director for such year shall exceed by 
more than 10 per centum the total collections in the preceding year. The 
director, with the approval of the conference, may make, and from time to time 
amend, rules and regulations prescribing methods for determining net proceeds 
realized in asset cases, fair values of considerations, other than money, distribut- 
able in arrangement or farmer-debtor cases, and payments actually made by or 
for a debtor under the plan in wage-earner or farmer-debtor cases ; prescribing the 
procedure for collection by the clerk of fees and allowances for the referees’ salary 
fund and the referees’ expense fund; and providing for the effective administra- 
tion of the provisions of this paragraph (2).” 

(b) Paragraph (4) of subdivision (c) of section 40 of such Act as amended, is 
amended to read as follows: 

“(4) A referees’ salary fund and a referees’ expense fund shall be established 
in the Treasury of the United States, and the amounts of the various fees and 
allowances collected by the clerks for the services of referees and for their 
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expenses, including the fees, allowances, and charges for their services and 
expenses as special masters under this Act, shall be covered into the Treasury of 
the United States for the account of such salary fund and expense fund. The 
salaries of the referees in active service shall be paid out of annual appropriations 
from such salary fund, and the expenses of referees, including the salaries of their 
clerical assistants shall be paid out of annual appropriations from such expense 
fund, by the United States. Any deficiencies of such salary fund or expense 
fund shall be paid out of any funds in the Treasury of the United States not 
otherwise appropriated, and appropriations to pay such deficiencies are hereby 
authorized: Provided, however, That there shall be covered into miscellaneous 
receipts of the Treasury of the United States in any subsequent year so much of 
the surplus, if any, arising in the salary fund or expense fund, respectively, as 
may be necessary to reimburse the Treasury of the United States for payments 
made on account of such respective funds in any prior year.” 

(c) Paragraph (2) of subdivision (d) of section 40 as amended, is amended 
to read as follows: 

“(2) Any referee who has retired or been retired under the provisions of 
paragraph (1) of this subdivision (d) may, if called upon by a judge of a court 
of bankruptcy, perform, without compensation, such duties of a referee or 
special master under this Act, within the jurisdiction of such court, as such 
referee may be able and willing to undertake: Provided, however, That when 
so acting, compensation for his services shall be allowed and paid or deposited 
and his expenses shall be allowed and paid, as in the case of an active referee.” 

Sec, 4. Clause (2) of section 51 of such Act, as amended, is amended to read 
as follows: 

“(2) collect the fees of the clerk and trustee and the fees for the referees’ 
salary fund and referees’ expense fund provided in paragraph (1) of subdivi- 
sion (c) of section 40 of this Act in each case instituted before filing the peti- 
tion, except where installment payments may be authorized pursuant to section 
40 of this Act, and collect the various other fees, allowances, and charges for 
the services of referees and for their expenses, including their services and 
expenses as special masters under this Act ;’’. 

Sec. 5. Section 72 of such Act, as amended, is amended to read as follows: 

“Sec. 72. LIMITATION OF COMPENSATION OF OFFICERS OF Courtr.—No receiver, 
marshal, or trustee shall in any form or guise receive, nor shall the court allow 
him, any other or further compensation for his services as required by this Act, 
than that expressly authorized and prescribed in this Act. 

“No referee shall receive any compensation for his services under this Act 
other than his salary; and allowances made to a referee for compensation or 
expense while acting as a referee or special master under any chapter or section 
of this Act, shall be paid to the clerk, and by him transmitted to the Treasury 
of the United States for deposit in the referees’ salary fund and referees’ expense 
fund, respectively.” 

Sec. 6. Sections 2, 3, 4, and 5 of this amendatory Act shall become effective 
sixty days after the promulgations of the judicial conference of senior circuit 
judges made pursuant to the provisions of paragraph (1) of subdivision (b) 
of section 37 of this Act. 

“Spec. 8 (a) If any provision of this amendatory Act or the application thereof 
to any person or circumstances is held invalid, such invalidity shall not affect 
other provisions or applications of this amendatory Act which can be given 
effect without the invalid provision of application, and to this end the provisions 
of this amendatory Act are declared to be severable. 

(b) Article and section headings shall not be taken to govern or limit the 
scope of the articles or sections to which they relate. 

(c) Nothing herein contained shall have the effect to release or extinguish 
any penalty, forfeiture, or liability incurred under any Act or Acts of which 
this Act is amendatory. 


[S. 25, 82d Cong., 1st sess. ] 


AMENDMENT (in the nature of a substitute) proposed by Mr. McCarran (for 
himself and Mr. Hayden (by request) to the bill (S. 25) to amend an Act 
entitled “An Act to establish a uniform system of bankruptcy throughout the 
United States”, approved July 1, 1898, and Acts amendatory thereof and sup- 
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plementary thereto, viz: Strike out all after line 7, page 1, and insert in lieu 
thereof the following: 


CHAPTER XVI—FarMer-Deptor RELIEF 
“ARTICLE I—CONSTRUCTION 


“Sec. 901. The provisions of this chapter shall apply exclusively to proceed- 
ings under this chapter. 

“Sec. 902. The provisions of chapter I to VII, inclusive, of this Act shall, inso- 
far as they are not inconsistent or in conflict with the provisions of this chapter, 
apply in proceedings under this chapter. For the purposes of such application, 
provisions relating to ‘bankrupts’ shall be deemed to relate also to ‘debtors’, 
and ‘bankrupt proceedings’ or ‘proceeding in bankruptcy’ shall be deemed to 
include proceedings under this chapter. For the purposes of such application, 
the date of the filing of the petition in bankruptcy shall be taken to be the date 
of the filing of an original petition under section 922 of this Act, and the date 
of adjudication shall be taken to be the date of approval of a petition filed under 
section #21 or 922 of this Act, except where an adjudication had previously been 
entered. 

“ARTICLE II—DEFINITIONS 


“Sec. 906. For the purposes of this chapter, unless inconsistent with the 
context 

“(1) ‘claims’ shall inelude all claims of whatever character against the 
debtor or his property, whether or not such claims are provable as debts 
under section 63 of this Act, and whether secured or unsecured, liquidated 
or unliquidated, fixed or contingent ; 

“(2) ‘unsecured creditor’ shall mean the holder of any unsecured claim ; 

“(3) ‘secured creditor’ shall include the holder of any secured claim, and 
any purchaser at a judicial or official sale to whom the deed was not delivered 
at the time the petition was filed to the extent of the money paid or credit 
received by such purchaser ; 

“(4) ‘debtor’ shall mean a farmer who files a petition under this chapter ; 

“(5) ‘debts’ shall include all claims ; 

“(6) ‘executory contracts’ shall include unexpired leases of real property ; 

“(7) ‘farmer’ shall mean an individual, or a partnership, or a corpora- 
tion where actual farmers own at least 75 per centum of its capital stock, 
and which farmer is primarily bona fide engaged in producing products of 
the soil, or in dairy farming, or in the production of poultry or livestock, or 
in the production of poultry or livestock products in their unmanufactured 
state, and the principal part of whose gross income is derived from any one 
or more of such operations, whether so engaged personally or as a tenant 
or by tenants, and shall include the executor, administrator, or personal 
representative of the estate of any such deceased person so engaged at the 
time of his death in one or more of the foregoing operations: Provided, 
however, That the provisions of this chapter shall not be available to a 
farmer whose sole interest in property, as hereinafter defined, is that of 
tenant ; 

“(S8) ‘individual’ shall include common, joint, community, and entirety 
owners, provided that as to encumbered property all of such owners join 
in the petition so that the court will require jurisdiction over all interests 
in any affected encumbered property ; 

“(9) ‘petition’ shall mean a petition filed in a court of bankruptcy or with 
its clerk, by a debtor praying for the benefits of this chapter; 

“(10) ‘period of redemption’ shall include any State moratorium, whether 
established by legislative enactment or executive proclamation, or where 
the period of redemption has been extended by judicial decree or as pro- 
vided elsewhere in this chapter; 

“(11) ‘property’ of a debtor shall include all his property, real or personal, 
wherever located, of every kind and nature, including but not limited to his 
interests in contracts for purchase, contracts for deed, conditional sales 
contracts, rights or equities of redemption, rights under trust deeds given 
as security, rights within a period of redemption which has not expired, 
rights under trust deeds which have not become absolute, rights existing 
in case of sale which has not been confirmed or where a deed pursuant to 
sale has not been delivered ; and 
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(12) ‘integral part or parcel’ of a debtor’s property shall not include only 
a portion of any contract lienholder’s security. 


“ARTICLE III-—JURISDICTION, POWERS, AND DUTIES OF THE COURT 


“Sec. 911. Where not inconsistent with the provisions of this chapter, the 
court in which the petition is filed shall, for the purposes of this chapter, have 
exclusive jurisdiction of the debtor and his property, wherever located. 

“Sec. 912. Prior to the approval of a petition, the jurisdiction, powers, and 
duties of the court and of its officers, where not inconsistent with the provisions 
of this chapter, shall be the same as in a bankruptcy proceeding before adjudi- 
cation. 

“Sec. 913. Upon the approval of a petition, the jurisdiction, powers, and 
duties of the court and of its officers, where not inconsistent with the provisions 
of this chapter, shall be the same as in a bankruptcy proceeding upon adjudi- 
cation. 

“Sec. 914. Upon the approval of a petition under this chapter, the court may, 
in addition to the jurisdiction, powers, and duties hereinabove and elsewhere 
in this chapter conferred and imposed upon it, permit the rejection of executory 
contracts of the debtor, upon notice to the parties to such contracts and to such 
other parties in interest as the court may designate. 

“Sec. 915. Whenever notice is to be given under this chapter, if not otherwise 
specified hereunder, the court shall designate the time within which, the persons 
to whom, the form and manner in which the notice shall be given, and the con- 
tents of the notice. Any notice to be given under this chapter may be combined, 
whenever feasible, with any other notice or notices to be given under this chapter. 

“Sec. 916. The judge may transfer a proceeding under this chapter to a court 
of bankruptcy in any other district, regardless of the residence of the debtor, 
if the interests of the parties will be best served by such transfer. 

“Sec. 917. Where a petition is filed by the executor, administrator, or personal 
representative of the estate of a deceased debtor, the consent of the court in 
which such estate is pending shall not be required. 

“Sec. 918. Where not inconsistent with the provisions of this chapter, the 
jurisdiction of appellate courts shall be the same as in a bankruptcy proceeding. 


“ARTICLE IV-——PETITION, APPROVAL, AND STAY 


“Sec. 921. A debtor may file a petition under this chapter in a pending bank- 
ruptey proceeding either before or after his adjudication. 

“Sec. 922. If no bankruptcy proceeding is pending, a debtor may file an original 
petition under this chapter with the court in whose territorial jurisdiction he 
has resided or the principal part of his farming operations have occurred for 
the preceding six months or for a longer portion of the preceding six months 
than in any other jurisdiction. The filing of such petition shall be accompanied 
by payment to the clerk of a filing fee of $45, to be distributed by him as in the 
case of a bankruptcy proceeding, 

“Sec. 923. A petition filed under this chapter shall state— 

“(1) that the debtor is insolvent or unable to pay his debts as they mature 
and that he desires to avail himself of the benefits of this chapter; and 

“(2) the nature and status of all pending proceedings affecting the prop- 
erty of the debtor known to him and the courts in which they are pending. 

“Sec. 924. The petition shall be filed in triplicate and at the time it is filed, 
or within ten days thereafter, the debtor shall file in triplicate— 

“(1) a statement of the executory contracts of the debtor ; 

“(2) the schedules and statement of affairs, if not previously filed, in- 
cluding a statement of rights of redemption which have not expired and 
rights under trust deeds which have not become absolute, and of deeds 
which have not been confirmed or delivered, and the property affected 
thereby : 

“(3) where a petition is filed by the legal representative of the estate of 
a deceased debtor, copies of his appointment by the probate court, of which 
the original shall be certified ; 

“(4) his claim of exemption; 

“(5) if he does not desire to retain possession of all of his property, a 
statement of the unexempt property, or such integral part or parcel thereof, 
and of the encumbered exempt property, possession of which he desires to 
retain for the purposes of the proceeding under this chapter ; and 
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(6) the offer, including the terms of payment, of a fair and reasonable 
rental to be made by him for each separately encumbered portion of his 
property, and for his unencumbered unexempt property, of which he desires 
to retain possession. All rental shall be payable from the date of the ap- 
proval of the debtor’s petition. 

“Sec. 925. In determining the rental to be offered, the debtor shall give due 
consideration to the market value of the debtor’s property, the customary rental 
value of property of the same general character located in the community in 
which debtor’s property is located, the actual net income and earning capacity 
of the debtor's property, its depreciation or deterioration by reason of use or 
age, and such other factors which may be essential in arriving at a fair and 
reasonable rental value, and shall give due consideration, in fixing the periodic 
payments quarterly, semiannually, or annually, in advance or at the end of such 
period, to the availability of farm income. 

“Spe. 926. Upon the filing of the petition by a debtor the judge shall enter 
an order approving the petition if satisfied that it complies with the requirements 
of this chapter or, if not so satisfied, dismissing it for want of jurisdiction. 

“Src. 927. A petition shall not be dismissed under section 926 of this Act 
because of the distressed financial condition of the debtor, or because there is 
no reasonable expectation of his financial rehabilitation, or because he may 
have no equity in his property above the encumbrances and other liens against 
it, or because of any other ground of like nature. : 

“Spc. 928. In addition to the applicable relief of section 11 of this Act and 
the relief elsewhere provided under this chapter, the filing of a petition by a 
debtor shall, for the purposes of a proceeding under this chapter, operate as a 
stay of a prior pending bankruptcy, mortgage foreclosure, or equity receivership 
proceeding and of any act or other proceeding to enforce a lien against any 
of the debtor’s property, including the sale of any of the debtor’s property under 
the terms of any mortgage, pledge, or deed of trust, and of the commencement 
or continuation of any Act, suit, or proceeding against the debtor or his property 
until dismissal of the petition under section 926 of this Act, or, if not so dismissed, 
then until further order of the court or until final decree dismissing or closing 
the proceeding under this chapter: Provided, howerer, That any exempt prop- 
erty of a debtor, whether or not encumbered, which he does not desire to retain 
in his possession, shall be wholly excluded from the jurisdiction of the bank- 
ruptey court without any order of the court other than the order setting aside 
the exemptions. 

“Spc. 929. As to any property of the debtor, where, at the time of the filing of 
the debtor’s petition, any legal or equitable action is pending, or steps toward 
selling under a power of sale in a mortgage or deed of trust have been taken 
but the sale has not become absolute, or a sale had not been confirmed, or a 
sale has been confirmed as provided in section 930 of this Act, or the deed has 
not been delivered, or an executory contract has not been terminated, or the 
period of redemption has not expired, the plaintiff may dismiss such pending 
action without prejudice, or such pending action, such right to exercise the 
power of sale, such confirmation of sale, all proceedings and acts following con- 
firmation of such sale as provided in section 930 of this Act, the delivery of such 
deed, or the termination of such contract, shall be stayed or the period of 
redemption shall be extended for the period necessary for the purpose of carrying 
out the provisions of this chapter, and until the termination of such stay the 
rights of any affected creditors and purchasers shall remain in the status which 
existed immediately prior to the filing of the petition, except as otherwise pro- 
vided in this chapter. Any action taken in any of the matters mentioned in 
section 928 or in this section of this Act after the filing of the petition and without 
prior approval of the court shall be of no legal force or effect, and the affected 
parties shall be restored to the status and to all legal and equitable rights they 
had immediately before the petition was filed. 

“Sec. 930. Where any of his property, ‘possession of which the debtor desires 
to retain, has been sold under a sale that requires confirmation, but which has 
not been confirmed, the court shall make an order authorizing the interested 
parties to proceed with the confirmation of the sale by the proper court for 
the sole purpose of determining whether such sale should be confirmed and 
thereby fixing the rights of the purchaser and secured creditor for the purposes 
of this section. If the proper court refuses to confirm the sale, all further pro- 
ceedings pertaining to said sale shall be stayed as provided in sections 928 and 
929 of this Act. Where any sale has been made prior to the time of filing the 
petition, but such sale had not been confirmed until after the filing of the petition 
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or the deed had not been delivered, the purchaser at such sale, to the extent 
of the amount paid on the purchase price, shall be considered a secured creditor, 
and payments to be made by the debtor under an extension proposal in payment 
of claims against the property so sold shall be paid in redemption from such 
sale. Any redemption under this chapter shall be subject to any prior liens. 
The amount necessary to redeem shall be the amount bid at such sale, whether 
or not the purchaser has paid the full amount of his bid. If the purchaser has 
not paid the full amount of his bid, such purchaser shall be the claimant as to 
the amount paid by him, and the affected secured creditor shall be the claimant 
as to the difference between the amount so paid and the amount bid. The secured 
creditor who has caused such sale to be made shall be deemed an unsecured 
ereditor as to any excess of the debt over the amount of the bid and such excess 
shall be deemed to be allowed as an unsecured claim. 

“Sec. 931. Any sale that would have foreclosed junior lienholders had the 
debtor's petition not been filed shall nevertheless foreclose such junior lien- 
holders, and no such junior liens shall reattach after the debtor reacquires title. 


“ARTICLE V-——PROCEEDINGS SUBSEQUENT TO APPROVAL OF PETITION 


“Sec. 982. Upon approval of a petition, the judge may refer the proceeding to 
a referee appointed, qualified, and acting under chapter V of this Act. 

“Sec. 933. Upon approval of the petition, the judge, or, if the proceedings are 
referred to a referee, the referee, shall promptly call a meeting of creditors 
upon at least ten days’ notice by mail to the debtor and all creditors. 

“Sec. 934. The notice of such meeting shall specify the purposes of the meet- 
ing, which shall include a determination of the cause of the debtor's distress, 
the setting apart of the debtor’s exemptions, and the approval or fixing of the 
rental to be paid by the debtor upon the property to be retained by him. 

“See. 935. The notice of such meeting shall also be accompanied by— 

*“(1) a summary of the scheduled liabilities ; 

“(2) a list of the names of the ten largest general unsecured creditors 
and the ten largest secured creditors, their addresses, and the scheduled 
amount owing to each of them, and, in the case of the secured creditors, the 
nature of the security held by each of them; 

“(3) a list of the names of the unsecured creditors, entitled to priority, 
their addresses, and the nature and amount of the priority owing to each 
of them, as scheduled ; 

“(4) a brief summary of the debtor’s claim of exemptions; and 

“(5) a brief summary of the property, possession of which is requested 
to be retained by the debtor, and the rental and terms of payment thereof 
offered by the debtor for each separately encumbered parcel of his property, 
and his unencumbered unexempt property. 

“Sec. 936. At such meeting of creditors and at all adjournments thereof, and 
at all hearings under this chapter, the judge or referee shall preside. 

“Sec. 937. At such meeting of creditors, or at any adjournment thereof, the 
court shall examine the debtor or cause him to be examined, and hear witnesses 
on any matters relevant to the proceedings. 

“Sec. 988. At such meeting of creditors, or at any adjournment thereof, the 
court shall determine whether the debtor's distress is due to causes beyond his 
control, such as a national emergency, as the result of which farmers in general 
cannot operate with normal profits, or local emergencies, such as drought, freeze, 
lood, and hail, or is due to causes within his control, such as bad personal 
habits, failure to attend to business, diverting farm income to nonagricultural 
expenditures, extravagant operations, and lack of farming ability. If the cause 
is determined by the court to be beyond the debtor’s control, the court shall 
enter an order granting the debtor a moratorium for the duration of the emer- 
gency, Without expressly limiting the moratorium to a term of years. If the 
cause is determined by the court to be within the debtor's control, the court 
shall proceed as provided in section 1016 of this Act. 

“Sec. 989. At such meeting of creditors, or at any adjournment thereof, if a 
moratorium is ordered, the court shall enter an order approving the rental 
offered by the debtor for each separately encumbered portion of his property 
and for the unencumbered unexempt portion, if any, unless a written objection 
to any portion of the rental offered for encumbered property has been filed 
by a secured creditor as to any separately encumbered portion, or unless a 
written objection to the rental offered for unencumbered property has been 
filed by an unsecured creditor, in which event the court shall hear and deter- 
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mine such objections and shall enter an order approving or disapproving the 
portion of the offered rental as to which objections have been filed. In case of 
disapproval, the court shall determine the fair and reasonable rental value of 
the specific portion of the debtor's property and the terms of payment based 
upon the factors provided in section 925 of this Act. Such rental shall be 
paid into court and shall be used as follows: The first 10 per centum thereof 
shall be deposited by the court with the clerk and transmitted by him as pro- 
vided by section 72 of this Act. The remainder shall be used, first, for the 
payment of any compensation or reimbursement for such costs and expenses, 
if any, as may be allowed by the court under the provisions of sections 1023 
and 1088 of this Act; second, for the payment of taxes and repairs on the prop- 
erty for which the rental was paid; third, shall be paid to and applied on the 
claims of the secured creditors who have claims against the property for which 
the rental was paid, in the order of their priority; and, fourth, any excess 
rental from encumbered property and all rental from unencumbered property 
shall be paid to the unsecured creditors as their interests may appear. A person 
aggrieved by the rental order may, within twenty days after the entry of the 
order, file a petition to review the same in the manner provided in this Act. 

“Sec, 940. As such meeting of creditors, or at any adjournment thereof, if 
jurisdiction is retained under this chapter, the court shall set apart the exemp- 
tions of the debtor: Provided, however, That the court shall supervise and 
control the encumbered exempt property to be retained by the debtor for the 
purposes of the proceedings under this chapter. 

“Sec. 941. At such meeting of creditors, or at any adjournment thereof, in 
the event the debtor has not elected to retain possession of all of his unexempt 
property, the creditors may appoint a trustee to administer such property not 
retained by the debtor. No individual shall be eligible to appointment as a 
trustee unless he is (a) a resident of the county where the principal part of 
the debtor's property is located; (b) familiar with agricultural conditions 
therein; (¢) not engaged in the farm-mortgage business, the business of financ- 
ing farmers or transactions in agricultural commodities, or of furnishing agri- 
cultural supplies; and (d) not a relative of, or associated in business with, any 
creditor. If the creditors do not appoint a trustee, or if the trustee so appointed 
fails to qualify as provided in this Act, the court shall make the appointment. 

“Sec. 942. When a moratorium has been ordered, the creditors shall have the 
right ‘not more often than at two-year intervals from the date of the order 
granting the moratorium to a hearing on the question as to whether the emer- 
gency has ceased. Such hearing shall be had upon petition of any creditor after 
ten days’ notice by mail to the debtor and all creditors. The order granting 
the moratorium shall remain in full force and effect if the court makes an order 
determining that the emergency still exists. If a determination is made by the 
court that would result in a moratorium of more than four years from the date 
of the order granting the moratorium, any creditor may appeal from such order 
if made by a judge, or, if made by a referee, may, within twenty days after the 
entry of such order, file a petition and procure a hearing de nova by a judge 
as to the existence of the emergency. The determination by a judge after a hear- 
ing de nova shall not be subject to appeal. If a judge, after a hearing de nova, 
or an appellate court, on appeal, determines that the emergency still exists, 
such determination shall continue the moratorium in full force and effect: 
Provided, however, That thereafter at one-year intervals from the date of any 
determination by a judge after a hearing de nova or by an appellate court on 
appeal, until it is finally determined that the emergency has ceased, any creditor 
may present the same question to the court on petition and notice as in this sec- 
tion provided, and shall have the right to a hearing de nova or an appeal from 
any order thereafter made by a referee or judge determining that the emergency 
still exists. Upon a final determination that the emergency has ceased, the 
moratorium shall terminate. 

“Seo. 943. After the entry of any order by a referee, the debtor may file a 
petition to review the same in the manner provided in section 39c¢ of this Act. 
A creditor shall also have the right to review as provided in said section 39c, 
except as otherwise provided in this chapter. 

“Sec. 944. During the moratorium the debtor shall have authority to manage 
and operate the property of which he has elected to retain possession, subject, 
however, at all times to the supervision and control of the court and to such 
terms and conditions as the court may from time to time prescribe pursuant to 
the provisions of this chapter. The court may require the debtor to file reports 
of the farming operations at such intervals as it may designate and in such 
form and containing such information as it may prescribe. 
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“Sec. 945. Upon its own motion or upon application of any creditor, the court 
may, after hearing upon at least ten days’ notice by mail to the debtor and all 
creditors, require the debtor to make payments into court in addition to the fixed 
rental as provided in section 939 of this Act and, in fixing the amount and periods 
of such payments, the court shall give due consideration to the interests of 
creditors and to the debtor's ability to pay, with a view to his financial rehabili- 
tation. 

“Sec. 946. The court may at any time during the proceedings, either upon its 
own motion or upon application of the debtor or any creditor, at a hearing upon 
at least ten days’ notice by mail to the debtor and all creditors, order the debtor 
to sell any unexempt perishable products of the farm if it appears necessary 
to protect the estate from loss, and any unexempt personal or real property not 
reasonably necessary to the farming operations of the debtor, except heirlooms 
and personal gifts in the discretion of the court, despite any order of the court 
retaining the debtor in possession thereof: Provided, however, That in the case 
of perishable property, the court may, upon cause shown, shorten the period 
of notice or order the sale without notice. Any such sale shall be for cash and 
the debtor shall immediately turn such cash over to the court to be held as an 
asset of the estate, subject, however, to such liens as may have existed against 
the property so sold. 


“ARTICLE VI—TITLE, RIGHTS, DUTIES, AND POWERS OF DEBTOR 


“Sec. 956. Except as provided in this chapter, and for the purposes of this 
chapter, a debtor shall, with respect to the property retained by him under section 
924 of this Act, and during the period of its retention by him, have all the title 
and exercise all the powers of a trustee appointed under section 44 of this Act, 
subject, however, at all times, to the supervision and control of the court and to 
such terms and conditions as the court may from time to time prescribe for the 
protection of the property or the conservation of the security. A debtor may 
manage and operate such property in the manner and subject to the conditions 
as provided in this chapter. 

“Sec. 957. Where not inconsistent with the provisions of this chapter, the 
rights, privileges, and duties of the debtor shall be the same, before the approval 
of the petition, as in a bankruptcy proceeding before adjudication and, upon 
the approval of the petition, as in a bankruptcy proceeding upon adjudication. 

“Sec. 958. Except as provided in this chapter, a debtor shall not be adjudged 
a bankrupt under this chapter without his consent in writing filed with the court. 


“ARTICLE VII—TITLE, POWERS, AND DUTIES OF TRUSTEE 


“Sec. 966. A trustee, upon his appointment and qualification, shall administer 
all of the unexempt property of the debtor, or unexempt property belonging to 
his estate, other than the property possession of which the debtor elects to retain 
under section 924 of this Act. 

“Src. 967. A trustee, upon his appointment and qualification, shall, as to all 
property administered by him as provided in section 966 of this Act, be vested 
with the title of a trustee appointed under section 44 of this Act. 

“Sec. 968. Where not inconsistent with the provisions of this chapter, a trustee, 
upon his appointment and qualification, with respect to the property administered 
under section 966 of this Act, shall be vested with the rights, be subject to the 
duties, and exercise the powers of a trustee appointed under section 44 of this Act. 


“ARTICLE VIII—CREDITORS AND CLAIMS 


“Sec. 978. Proofs of claim of secured and unsecured creditors may be filed in 
the court of bankruptcy where the proceedings are pending, or with the referee 
if the case has been referred, at any time within six months after the date of 
the first meeting of creditors. The proof shall be sufficient in form if made 
under oath, setting forth the nature and amount of the indebtedness, and, when 
based upon a written instrument, if the instrument or a certified or photostat 
copy is included or attached showing what securities are held, if secured. Sec- 
tion 57d of this Act shall apply to claims so proved. 

“Sec. 979. Where not inconsistent with the provisions of this chapter, the rights, 
duties, and liabilities of creditors and of all other persons with respect to the 
property of the debtor shall be the same, before the approval of the petition, as in 
a bankruptcy proceeding before adjudication and, upon the approval of the peti- 
tion, as in a bankruptcy proceeding upon adjudication. 
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“Sec. 980. In case an executory contract shall be rejected pursuant to the 
permission of the court given in a proceeding under this chapter, or shall have 
been rejected in a prior pending proceeding, any person injured by such rejection 
shall, for the purpose of this chapter, be deemed a creditor. The claim of a land- 
lord for damages for injury resulting from the rejection of an unexpired lease of 
real estate or for damages or indemnity under a covenant contained in such lease 
shall be governed by the provisions of clause (9) of subdivision a of section 638 
of this Act. 

“Sec. 981. If the time for filing claims in a pending bankruptcy proceeding has 
expired prior to the filing of a petition under this chapter, unsecured claims prov- 
able under section 68 of this Act, and not filed within the time prescribed by sub- 
division n of section 57 of this Act, shall not be allowed in the bankruptcy proceed- 
ing when reinstated as provided in this chapter. 

“Sec, 982. Upon the entry of an order under the provisions of this chapter 
directing that bankruptcy be proceeded with, only such claims as are provable 
under section 63 of this Act shall be allowed and claims not already filed, includ- 
ing claims of the United States or of any State or subdivision thereof, may be 
filed within six months after the first date set for the first meeting of creditors, 
held pursuant to section 55 of this Act, or, if such date has previously been set, 
then within six months after the mailing of notice to creditors of the entry of 
the order directing that bankruptcy be proceeded with. 


“ARTICLE IX—EXTENSION 


“Spc. 986. Within sixty days after a final determination under section 942 of 
this Act that the emergency has ceased, the debtor may file with the court a notice 
of election wherein he may elect an extension. 

“Sec. 987. If the debtor elects an extension, he shall file with his notice of elec- 
tion an extension proposal, together with a copy thereof for each affected creditor, 
which proposal shall provide for full payment of his secured claims amortized 
over a term of years, which term of years shall be‘ based upon the earning power 
of the property that is security for the debt as determined by the court, but not 
exceeding the greater of ten years or the original term of years, payable in equal 
quarterly, semiannual, or annual installments, plus interest at the contract rate, 
or 6 per centum per annum, whichever is the lesser, and such extension proposal 
shall provide for payment of unsecured debts, for which claims have been filed 
and allowed or are allowed under section 930 of this Act, to the extent and on 
the terms which the debtor believes he will have the ability to pay from his future 
income. The extension proposal shall identify the related lien or liens, shall de- 
scribe the property which the debtor wishes to redeem, which description may 
be incorporated by reference to the recording data of the related lien instrument, 
and shall set forth the amount to be paid in redemption of the property, the 
interest rate and terms of payment, as well as the persons to whom payment is 
to be made. ’ 

“Sec. 988. Upon the filing of such extension proposal, the court shall give a 
ten-day notice by mail to the debtor and all affected creditors of a hearing on 
such extension proposal and shall include a copy thereof with each notice. If 
no written objections to such extension proposal are filed at or before the hear- 
ing, the court shall confirm the proposal. If written objections are filed, the 
court shall consider the written objections or hear the objecting party and shall 
enter an order in accordance with the proof, approving the proposal as sub- 
mitted, or modifying it as to the objecting party and approving it as modified. 
The extension proposal, when approved by the court, shall have the full force 
and effect of a binding contract for redemption between the affected parties. 
After the approval of an extension proposal, the debtor shall make all required 
payments directly to the persons entitled thereto. The debtor shall be dis- 
charged as to all unsecured debts or parts of debts not provided for in the ap- 
proved extension proposal. Upon the recordation of a certified copy of such 
order in the proper office in the county or parish in which the land is located, it 
shall constitute constructive notice of the debtor's right to redeem the affected 
property, and any unconfirmed sale may be confirmed and any deed to which a 
purchaser is entitled may be delivered and recorded. Any such deeds executed 
after the approval of the extension proposal shall expressly state that the con- 
veyance is subject to the right of the debtor, naming him, to redeem the prop- 
erty. Any deed executed but not delivered before the time the petition was filed 
shall vest title in the grantee subject to the debtor’s right of redemption regard- 
less of the failure of the deed to so provide. 
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“ARTICLE X-—DISMISSAL, TRANSFER, AND ADJUDICATION 


“Sec. 1015. The court shall, during the moratorium upon the written appli- 
cation of a debtor, without a hearing and based solely upon such application, 
transfer the proceeding to a proceeding under chapters I to VII, inclusive, of 
this Act. 

“Sec. 1016. If (a) under the provisions of section 938 of this Act, the court 
finds that the debtor's distress is due to causes within his control, or if (b) the 
debtor defaults in the payment of rental or defaults under any other order made 
in accordance with the provisions of this chapter, the court shall promptly give 
him written notice to cure the default within sixty days after the date of such 
notice, and if such default is not cured within said sixty days, or if (c) within 
sixty days after a final determination under section 942 of this Act that the 
emergency has ceased the debtor has not filed an extension proposal, the court 
shall— 

“(1) where the petition was filed under section 921 of this Act, enter an 
order dismissing the proceeding under this chapter and directing that bank- 
ruptcy be proceeded with pursuant to the provisions of this Act; or 

“(2) where the petition was filed under section 922 of this Act, enter an 
order, upon hearing after notice to the debtor, the creditors, and such other 
persons in interest as the court may direct, either adjudging the debtor a 
bankrupt and directing that bankruptcy be proceeded with pursuant to the 
provisions of this Act, which adjudication shall be compulsory if a trustee 
has been appointed and has not completed the administration of the property, 
title to which had vested in him, or, if adjudication is not compulsory, dis- 
missing the proceeding under this chapter, whichever in the opinion of the 
court may be in the interest of creditors: Provided, however, That where a 
petition was filed under this chapter during a redemption period or prior to 
confirmation of a sale, or prior to delivery of a deed, the affected property 
shall be dismissed from the proceedings although jurisdiction is otherwise 
retained, and the purchasers of such property shall be reinstated to the 
rights they had when the petition was filed, and the debtor shall have the 
right to redeem during the time thereafter that had not expired under any 
redemption right when the petition was filed. 

“Sec. 1017. Upon the entry of an order directing that bankruptcy be proceeded 
with— 

“(1) in the case of a petition filed under section 921 of this Act, the 
bankruptcy proceeding shall be deemed reinstated and thereafter shall be 
conducted, so far as possible, as if such petition under this chapter had 
not been filed; 

“(2) in the case of a petition filed under section 922 of this Act, the 
proceeding shall be conducted, so far as possible, in the same manner and 
with like effect as if a voluntary petition in bankruptcy had been filed and 
a decree of adjudication had been entered on the day phen the petition 
under this chapter had been filed; and 

“(3) (a) ‘the trustee theretofore appointed and qualified, if any, shall 
be vested with the title to all the property of the debtor remaining under 
the jurisdiction of the court, title to which had not previously been vested 
in him. as of the date of the entry of the order directing that bankruptcy be 
proceeded with; and 

“(b) the trustee, if not therefore appointed and qualified, shall, upon his 
appointment and qualification, be vested with the title to all the property 
of the debtor remaining under the jurisdiction of the court as of the date of 
the entry of the order directing that bankruptcy be proceeded with and 

“(c¢) the unsecured debts incurred by the debtor after filing under this 
chapter and before the date of the entry of the final order directing that 
bankruptcy be proceeded with shall, unless and except as otherwise provided 
by the court, share on a parity with the prior unsecured debts of the same 
classes, provable in the ensuing bankruptcy proceeding, and for such purpose 
the prior unsecured debts shall be deemed to be reduced by any payment 
made thereon; and 

“(d) the provisions of chapters I to VII, inclusive, of this Act shall, 
insofar as they are not inconsistent or in conflict with the provisions of this 
section, apply to the rights, duties, and liabilities of the creditors holding 
debts incurred by the debtor after the filing of the petition and before the 
date of the final order directing that bankruptcy be proceeded with, and 
of all persons with respect to the property of the debtor, and, for the pur- 
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poses of such application, the date of the entry of the order directing that 
bankruptcy be proceeded with shall control. 

“Seo. 1018. Concurrently with the approval of an extension proposal the court 
shall enter a final decree discharging the debtor as to all debts dischargeable 
under this chapter, discharging the trustee, if one has been appointed and quali- 
tied, and closing the estate: Provided, however, That if a trustee has been ap- 
pointed and qualified as provided in this chapter, and his administration of the 
property, tithe to which had vested in him, has not been completed, including 
payment of his fees and expenses, the final decree herein required shall be entered 
after such property has been fully administered by the trustee and his fees and 
expenses have been paid. 


“ARTICLE XI COMPENSATION AND ALLOWANCES; PRIORITIES AND DISTRIBUTION 
AMONG CREDITORS 


“Src. 1022. A trustee appointed under this chapter shall receive out of that 
portion of the estate administered by’ him- 

“(1) as full compensation for his services after they are rendered, such 
reasonable sum as the court may allow, not to exceed two per centum upon 
the moneys disbursed or turned over by him to any persons, including the 
lienholders ; 

“(2) such reimbursement for the actual and necessary costs and expenses 
incurred by him in a proceeding under this chapter, as the court may allow. 

“Sec. 1028. Where a petition is filed under section 921 of this Act, the court 
may allow, if not already allowed, reasonable compensation for services rendered 
and reimbursement for proper costs and expenses incurred in such superseded 
bankruptcy proceeding, as authorized and prescribed in this Act. 

“See. 1024. Upon the dismissal of a proceeding under this chapter after a mor- 
atorium has been ordered and prior to the payment of any rental or by reason of 
the failure to pay a rental installment, the court may, as a condition to such 
dismissal, require payment by the secured ereditor or secured creditors, as their 
interest may appear, of an amount equal to 10 per centum of the installment of 
rental then in default, which payment shall be deposited with the clerk and 
transmitted by him as provided in section 72 of this Act. 

“Sec, 1025. The filing fee of $45, the fee to be paid out of rental, and such 
fees as may be paid under section 1024 of this Act, shall be the only payments 
required of the debtor or the creditors toward the referee's fees, costs, and ex- 
penses under this chapter, except that the court may require as a condition prece- 
dent that the debtor or any creditor who may petition for any hearing other than 
the hearings expressly provided for in this chapter shall pay into court the sum 
of $10, plus twenty cents for each copy of the notice of hearing mailed to the 
debtor and the creditors if the court prepares such copy, or ten cents for each 
copy if prepared by the petitioner, the petitioner to have the option as to prepara- 
tion of the notices, and such payments shall be deposited with the clerk and 
transmitted by him as provided in section 72 of this Act. 

“Sec. 1026. The debtor and each creditor shall pay all of his own costs and 
expenses, including attorney fees, none of which shall be allowed or paid out of 
rental money or the estate. 

“Sec. 1027. The net funds of the estate administered by a trustee after pay- 
ment of the trustee’s fees and expenses, if any, as provided in section 1022 of this 
Act, and any funds paid into court under the provisions of sections 945 and 946 
of this Act shall be distributed, from time to time, as may be ordered by the 
court, among the secured and unsecured creditors, as their interests may appear. 
Where partial distributions occur, proper adjustment shall be made in the final 
distribution, or sooner when practicable. 

“Sec. 1028. Upon the entry of an order in a proceeding under this chapter 
diecting that bankruptcy be proceeded with, the actual and necessary fees, costs, 
and expenses thereafter incurred and allowed in the ensuing bankruptcy pro- 
ceeding shall be determined in the manner provided in chapters I to VII, inclu- 
sive, of this Act and shall be given priority over any unpaid fees, costs, and 
expenses incurred prior to the entry of such order. 


“ARTICLE XII—PRIOR PROCEEDINGS 


“Sec. 1056. A petition may be filed under this chapter notwithstanding the 
pendency of a prior mortgage foreclosure, equity, or other proceeding in a court 
of the United States or of any State in which a receiver or trustee of all or any 
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part of the property of a debtor has been appointed or for whose appointment 
an application theretofore has been made. 

“Sec. 1037. As to any such property, possession of which the debtor elects to 
retain, the debtor, upon approval of his petition, shall become vested with the 
rights, if any, of such prior receiver or trustee in such property retained by the 
debtor, and with the right to immediate possession thereof, and shall also have 
the right to immediate possession of such property in the possession of a trustee 
under a deed of trust, a mortgagee under a mortgage, or a pledgee under a pledge 
of personal property, the possession of which is essential to the debtor's opera- 
tions, possession of which he elects to retain, subject, however, at all times to 
the supervision and control of the court and to such terms and conditions as 
the court may from time to time prescribe, and subject to existing liens regard- 
less of the lienholder’s surrender of possession: Provided, That the trustee, ap- 
pointed and qualified under this chapter, shall become vested with all such rights 
as to any such property which is unexempt and of which the debtor has not 
elected to retain possession as provided in section 924 of this Act. 

“Sec. 1038. The judge shall make such provision as may be equitable for the 
protection of the obligations theretofore incurred by a receiver or trustee in such 
prior proceeding and for the payment of the reasonable costs and expenses 
incurred therein as may be allowed by the judge. 


“ARTICLE XIII—GENERAL PROVISIONS 


“Sec. 1041. All statutes of limitations affecting claims provable under this 
chapter and the running of all periods of time prescribed by this Act in respect 
to the commission of acts of bankruptcy, the recovery of preferences and the 
avoidance of liens and transfers shall be suspended while a proceeding under 
this chapter is pending and until it is finally dismissed. 

“Sec. 1042. Unless otherwise directed by the court, all notices required by this 
chapter may be given by mail to the parties entitled thereto to their addresses 
ascertained in the manner prescribed for other notices in section 58 of this Act. 

“Sec. 1043. A previous discharge of a debtor or confirmation of an arrange- 
ment under other provisions of this Act shall not be ground for denying him 
the benefits of this chapter. 

“Sec. 1044. Until the Supreme Court of the United States has promulgated 
general orders and official forms governing this chapter, General Order 50, and 
the official forms heretofore made shall, insofar as not inconsistent or in conflict 
with the provisions of this chapter, be applicable to procedure under this chapter. 


“Sec. 1051. On and after the effective date of this amendatory Act, this chap- 
ter shall be the only chapter, other than chapters I to VII, inclusive, of this Act, 
that shall apply to farmer-debtors and their creditors, whether their rights, 
claims, and interests of any nature whatsoever have been acquired or created 
before or after such date. 

“Sec. 1052. A petition may be filed under this chapter in a proceeding in bank- 
ruptey which is pending on the effective date of this amendatory Act, and a 
petition may be filed under this chapter notwithstanding the pendency on such 
date of a proceeding in which a receiver or trustee of all or any part of the 
property of a debtor has been appointed or for whose appointment application 
has been made in a court of the United States or of any State. 

“Sec. 1053. As of the day preceding the date on which the provisions of this 
amendatory Act become effective, an allocation shall be made by the judge or 
judges of the several courts of bankruptcy of all filing and other fees, commis- 
sions, and allowances, and of all expense funds, due the then existing conciliation 
commissioners for services rendered and expenses incurred in the cases pending 
before them, whether as referee or conciliation commissioner under this Act. 
The balances of such filing and other fees, commissions, and allowances, and the 
expense surpluses shall be covered into the Treasury of the United States by the 
eonciliation commissioners and the clerks, to be deposited to the credit of the 
respective salary and expense funds as provided in paragraph (4) of subdivision 
ce of section 40 of this Act. All cases then pending before conciliation commis- 
sioners shall be rereferred, and no additional filing fees shall be required, but 
additional salary and expense charges may be assessed in such cases in such 
amounts as the judge or judges of the several courts of bankruptcy may deem 
equitable, taking into consideration the previsions of this chapter. 
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“Sec. 1054. The provisions of section 75, as amended, of the Act entitled ‘An 
Act to establish a uniform system of bankruptcy throughout the United States’, 
approved July 1, 1898, shall continue in full force and effect with respect to pro- 
ceedings pending under that section upon the effective date of this amendatory 
Act: Provided, however, That the provisions of this amendatory Act shall govern 
in such proceedings so far as practicable.” 

Sec. 2. Clause (2) of section 35 of such Act, as amended, is amended to read 
as follows: 

“(2) not holding any oflice of profit or emolument under the laws of the 
United States or any State or subdivision thereof other than special master 
under this Act: Provided, however, That part-time referees may be commis- 
sioners of deed, United States commissioners, justices of the peace, masters in 
chancery, notaries public, or retired officers and retired enlisted personnel of 
the Regular and Reserve components of the Army, Navy, Marine Corps, and 
Coast Guard, members of the National Guard of the United States and of 
the National Guard of a State, Territory, or the District of Columbia, except 
the National Guard disbursing officers who are on a full-time salary basis ;”’. 

Sec. 3. (b) Paragraph (4) of subdivision ¢ of section 40 of such Act, as 
amended, is amended to read as follows: 

“(4) A referees’ salary fund and a referees’ expense fund shall be estab- 
lished in the Treasury of the United States, and the amounts of the various 
fees and allowances collected by the clerk for the services of referees and 
for their expenses, including the fees, allowances, and charges for their 
services and expenses as special masters under this Act, shall be covered into 
the Treasury of the United States for the account of such salary fund and 
expense fund. The salaries of the referees in active service shall be paid out 
of annual apprupriations from such salary fund, and the expenses of referees, 
including the salaries of their clerical assistants, shall be paid out of annual 
appropriations from such expense fund, by the United States. Any defi- 
ciencies of such salary fund or expense fund shall be paid out of any funds 
in the Treasury of the United States not otherwise appropriated, and appro- 
priations to pay such deficiencies are hereby authorized: Provided, however, 
That there shall be covered into miscellaneous receipts of the Treasury of 
the United States in any subsequent year so much of the surplus, if any, 
arising in the salary fund or expense fund, respectively, as may be necessary 
to reimburse the Treasury of the United States for payments made on 
account of such respective funds in any prior year.” 

(c) Paragraph (2) of subdivision d of section 40, as amended, is amended to 
read as follows: 

“(2) Any referee who has retired or been retired under the provisions of 
paragraph (1) of this subdivision d may, if called upon by a judge of a court 
of bankruptcy, perform, without compensation, such duties of a referee or 
special master under this Act, within the jurisdiction of such court, as such 
referee may be able and willing to undertake: Provided, however, That 
when so acting, compensation for his services shall be allowed and paid 
or deposited and his expenses shall be allowed and paid, as in the case of an 
active referee.” 

Sree. 4. Clause (2) of section 51 of such Act, as amended, is amended to read 
as follows: 

“(2) collect the fees of the clerk and trustee and the fees for the referees’ 
salary fund and referees’ expense fund provided in paragraph (1) of sub- 
division ec of section 40 of this Act in each case instituted before filing the 
petition, except where installment payments may be authorized pursuant to 
section 40 of this Act, and collect the various other fees, allowances, and 
charges for the services of referees and for their expenses, including their 
services and expenses as special masters under this Act ;”. 

Sec. 5. Section 72 of such Act, as amended, is amended to read as follows: 

“Src 72, LIMITATION OF COMPENSATION OF OFFICERS OF CouRT.—No receiver, 
marshal, or trustee shall in any form or guise receive, nor shall the court allow 
him, any other or further compensation for his services as required by this Act, 
than that expressly authorized and prescribed in this Act. 

“No referee shall receive any compensation for his services under this Act other 
than his salary; and allowances made to a referee for compensation or expense 
while acting as a referee or special master under any chapter or section of this 
Act, shall be paid to the clerk, and by him transmitted to the Treasury of the 


United States for deposit in the referees’ salary fund and referees’ expense fund, 
respectively.” . 
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Sec. 6. (a) If any provision of this amendatory Act or the application thereof 
to any person or circumstances is held invalid, such invalidity shall not affect 
other provisions or applications of this amendatory Act which can be given effect 
without the invalid provision or application, and to this end the provisions of this 
amendatory Act are declared to be severable. 

(b) Article and section headings shall not be taken to govern or limit the scope 
of the articles or sections to which they relate. 

(c) Nothing herein contained shall have the effect to release or extinguish any 
penalty, forfeiture, or liability incurred under any Act or Acts of which this Act 
is amendatory. 

Senator Magnuson. We have with us this morning Mr. Smittcamp, 
of Fresno, Calif. 

We will be glad to hear from you first, Mr. Smittcamp. 


STATEMENT OF EARL S. SMITTCAMP, REPRESENTING NATIONAL 
FARM LOAN ASSOCIATION OF CALIFORNIA, NEVADA, ARIZONA, 
AND UTAH 


Mr. Smirrcamr. My name is Earl 8S. Smitteamp. I reside at box 
111, Clovis, Calif. 

Tama farmer. I raise peaches and apricots and cotton. 

I am representing today and speaking for 52 national farm-loan 
associations, which own the Federal Land Bank of Berkeley, and have 
owned it since 1945, when the last Government money was paid back 
into the Treasury. 

I am also the elected representative on the National Farm Loan 
Association committee, which met in April in St. Louis and approved 
the passage of this bill. This national committee is composed of 12 
men like myself. 

I represent the four-State area of California, Nevada, Arizona, 
and Utah, and there are 11 like men representing 11 other sections 
throughout the United States, representing some 1,200 farm-loan asso- 
ciations, with something over a quarter of a million farmers. 

We believe the national farm-loan associations are in a unique posi- 
tion in taking the stand on legislation like this because we are in a dual 
role of both borrower and lender. 

When we get our loan, we are a borrower; and after we get our 
loan, we buy stock in the national association Federal land bank; 
and so after that we are a lender. 

For example, I myself am president of the Fresno National Farm 
Loan Association. We approve something like 25 to 50 loans a month; 
so in that position we are very interested in the lender’s point of view. 

Also, I would like to bring out the fact, which is a fact that is not 
generally known, and that is that the majority of loans in our district 
and throughout the United States are iene by individuals. Fifty-one 
percent of all the loans in our four-State area are held, or the mort- 
gagees are individuals, and not banks or insurance companies or any 
type of loan company. 

They are one farmer or one individual that holds the mortgage for 
some other individual. 

We have been studying this legislation for quite some time. In 
November and December of 1949 we had five regional conferences, 
in which we made recommendations to the existing bills, which were 
then H. R. 3112 and the Senate bill S. 1938. 
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Senator Macnuson. The bill we are now discussing is S. 25, in the 
nature of a substitute. It is an amended bill. 

Mr. Suirrcamp. Yes. 

Those two bills were not passed. So, in November and December of 
1950, at our same regional conferences, in which we met to discuss 
anything that would be to the betterment of our National Farm Asso- 
ciation, and Federal land-bank system, we unanimously agreed on the 
provisions of the*bill which are contained in this substitute to the 
McCarran and Hayden bill. 

In developing S. 25, as amended, the objective was to afford dis- 
tressed farmers adequate relief without ruining the favorable posi- 
tion that agricultural property has long enjoyed as mortgage-loan 
security. 

This objective was accomplished by eliminating the specific term of 
the moratorium. 

Unquestionably, an adequate moratorium must be coextensive with 
the emergency, so that while a distressed. farmer is unable to pay his 
debts and unable to refinance he will not be required to do so. 

This indefinite moratorium, geared to the needs of each individual 
farmer, is the backbone of the farmers’ bill, S. 25, as amended, and 
should practically eliminate foreclosure sales. 

Provision is made for a determination by the bankruptcy court as 
to when the cause of each individual farmer’s distress has ceased. He 
may then make an extension proposal wherein he offers to pay his 
secured debts in full and his unsecured debts to the extent of his ability. 
The maximum terms of the extension as provided in the bill are very 
liberal. 

As there is no appraisal, and in most cases no trustee, the costs of 
administration are kept at a minimum, and the major portion thereof 
would be paid out of the rental money. Thus, the costs are not direct- 
ly on the debtor nor on the creditor, but are paid out of the income from 
the farm during the moratorium. 

There are many other features, including the right of a debtor at 
any time to transfer his case to general bankruptcy. 

Lenders are realistic enough to know they cannot get payments from 
a farmer when he does not have the money. Therefore, legislation will 
not have any material adverse effect on agricultural credit where it 
merely provides for the extension of time in which to pay, but assures 
lenders and borrowers that they will not be faced with the possibility 
of the principal amount of the secured debts being scaled down when- 
ever farm values as a whole, or the value of their particular security, 
are temporarily depressed. 

Senator Magnuson. In other words. the substitute bill here has 
eliminated certain features of the original bill which would add more 
to the administrative costs. 

Mr. Smirrcamp. Yes, sir; it certainly has. 

Senator Magnuson. And Senate bill 25, as now written, does take 
away some of what might be excessive costs. 

Mr. Smirrcamp. Excessive costs. And instead of having all the 
costs paid out of the estate which normally is the property, the secured 
property, it is paid out of the rental money which is paid in during 
the moratorium. 
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This Senate bill 25, as amended, calls for an indefinite moratorium, 
and during the moratorium the farmer is to have a rental paid. 

Senator Magnuson. Is it not true that most of these cases do not 
involve large sums of money ? 

Mr. Smrrrcame. They do not. 

Senator Magnuson. And you might pass a bill that would be in- 
tended to relieve the farmer in case of emergency and find that your 
administration costs would eat up the whole ‘thing ¢ 

Mr. Smrrrcamp. That is right. 

The other bill called for as many as 15 hearings, and that very well 
could have eaten up a man’s property who only had a mortgage of 
$2,000 or $3,000 on it. 

Senator Macnuson. It also eliminates the possibility of excessive 
legal fees; is that not correct ? 

‘Mr. Sarrrcamp. Yes: it does. All legal fees in this bill are to be 
paid by the respective sides. The debtor pays his legal fees and the 
creditor pays his legal fees. So it is going to eliminate any mush- 
rooming of the costs. 

Senator Magnuson. So that I gather as the bill is now written, as 
it is now amended, your organization is in favor of it? 

Mr. Smrrrcamp. Yes, sir. 

Senator Magnuson. Let me ask you this question : 

Why do you just limit it to farmers? 

Mr. Smirrcamr. I understand the other chapters all take care of 
all other individuals except farmers. 

Senator Magnuson. But we do not spell out a certain profession. 

Mr. Smirrcamr. Well, being a farm organization, we are particu- 
larly interested, of course, in “farmers. I have no other knowledge. 
I am a farmer myself. 

Senator Magnuson. Supposing some would come in and want to 
enlarge it to cover other types if individuals that might be caught 
under similar circumstances, would your organization have any objec- 
tion to that? 

Mr. Smirrcamp. Not that I know of. 

We call for a moratorium of the debts and the rental. I don’t know 
any other business that you would want to have a rental on. 

Senator Magnuson. It may be you would run into some legal phases 
here of limiting this to a certain class or certain group of “people i in 
this country, which was part of the trouble we had with the unconsti- 
tutionality of one bill, the Frazier-Lemke bill. 

It was not the controlling factor, but it was one of the things that 
have caused them to declare it unconstitutional. 

Mr. Smirrcamp. I have just one other thing I would like to intro- 
duce to you. if I may, sir. 

Senator MaGnuson. Yes. 

Mr. Smrrrcamr. We have received this June 11, out in California, 
a booklet that was prepared by this entire section of the country, the 
Farm Belt, you might say, of the United States, put out by Purdue 
University, and also by the agricultural experiment stations of the 
States of Illinois, Indiana, Towa, Kansas, Kentucky, Michigan, Minne- 
sota, Missouri, Nebr aska. North Dakota, Ohio, South Dakota, and 
Wisconsin. 
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They put this out about a year ago and it embodies the four main 
parts. These are impartial people that have no ax to grind whatso- 
ever. ; 

They put out a booklet here that embodies the four points that are 
embodied in this bill, with one small change. 

They think that once a year both parties should have the right to 
reexamine, while the bill says once in every 2 years. 

Senator Maenuson. Of course, the bill does not prohibit them from 
coming in any time they want to reexamine them, if the two agree, 
for a reexamination. 

Mr. Smrrrcamp. The creditor can’t ask it. The creditor can’t 
ask for a hearing except after 2 years. 

Senator Magnuson. If the creditor and debtor agree, they can come 
in any time under the bill and have meetings twice a year any time, 
if they want to. 

Mr. Smirrcamp. Could I just give you these points here broadly ? 

Senator Magnuson. Yes. 

Mr. Smirrcamp. No. 1 is to protect the full amount of the lender’s 
claim, but provides fow time flexibility of principal and interest 
payments under clearly stipulated conditions. 

No. 2 is to establish the criteria which should make a delinquent 
borrower eligible for deferment or extension privileges. 

No. 3 is to prescribe an equitable procedure by which borrower and 
lender can work out a payment schedule geared to the borrower's abil- 
ity to pay, until the mortgage loan is again in good standing. 

No. 41s this: The full amount of delinquency should be added to 
the unpaid principal and carry the same interest rate, without penalty 
charges. ‘There should be no maximum time limit for the duration 
of such a deferred payment schedule. 

Once a year, however, both parties should have the right to ask for 
reexamination. 

That is all I have as a prepared statement. 

I would like to leave these things with you, if I may. 

Senator Magnuson. We will receive them for the file. 

Mr. Smirrcamp. We certainly appreciate the courtesy of being in- 
vited to appear before the committee. 

Senator Magnuson. We have two telegrams from G. K. Marshall, 
representing the Stockholders’ Committee of Farm Loan Associations 
of Califormia, Nevada, Utah, and Arizona, which telegrams we will 
place in the record at this point. 

(Telegrams referred to are as follows :) 

BERKELEY, CALIF., June 13, 1952. 
Hon. WARREN G. MAGNWSON, 


Chairman of Subcommittee of Committee on the Judiciary, United States 
Senate, Washington, D. C.: 


Re telegram June 4, our Farm Loan Association people have decided to send 
Earl 8. Smitteamp of Clovis, Calif., to present our farmers’ views regarding 
S. 25 amendment at Tuesday, June 19, 1951, hearings of subcommittee of Com- 
mittee on the Judiciary. Smittcamp is a peach, plum, berry, and cotton grower 
fully competent to present the views of our farmer group on this important bank- 
ruptey bill. Please wire me at Lodi, Calif., if any change in committee hearings 
plans. 

G. K. MARSHALL, 
Representing Stockholders’ Committee of Farm Loan Associations 
of California, Nevada, Utah, and Arizona. 
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BERKELEY, CALIF., March 9, 1951. 
Hon. WARREN G. MAGNUSON, 
United States Senate, 
Washington, D. C. 


At meeting today of stockholders committee of Farm Loan Association directors 
representing 13,000 farmer-borrowers from Cooperative Federal Land Bank 
of Berkeley, resolution was unanimously adopted favoring enactment by Congress 
of permanent farmer-debtor bankruptey law along the lines of bill I am 
airmailing to you today. Would greatly appreciate it if your subcommittee 
would consider sponsoring our bill as a substitute for S. 25. 


G. K, MARSHALL, 
Chairman, Stockholders Committee of Farm Loan Associations, 
of California, Nevada, Utah, and Arizona. 


Senator Magnuson. Thank you, Mr. Smittcamp. 
Mr. Ferguson, we will be glad to hear from you now. 


STATEMENT OF ELI FERGUSON, REPRESENTING THE EQUITABLE 
LIFE ASSURANCE SOCIETY OF THE UNITED STATES, NEW YORK 
CITY 


e 

Mr. Frercuson. I can tell you at the outset we are pretty much in 
agreement with what Mr. Smittcamp has said. 

I will read this so that I won’t wander. 

Senator Magnuson. All right. 

Mr. Fercuson. We have heretofore taken the position that chapter 
12 of the Bankruptcy Act—and, incidentally, on the question you 
asked Mr. Smittcamp, chapter 12 is not in particular with corpora- 
tions; it is for individuals. 

Senator Magnuson. It is not limited, but chapter 12 allows certain 
procedures for individuals. This would allow a different procedure 
for farmers. 

Mr. Frereuson. That is right. 

Senator Magnuson. Sometimes you run into the question of dis- 
crimination in not having the bill applied generally. That may not 
be true in this case because you could argue that there are only two 
different systems, there is no discrimination, that one group has one 
system and the other group another system. 

Mr. Frerauson. Well, we consider it this way: As I say, we have 
heretofore taken the position that chapter 12 of the Bankruptcy Act 
gives ample protection to farmers as well as other owners of real 
estate, and we actively opposed previous bills which were similar to 
the former version of $. 25. That was on the grounds mostly that Mr. 
Smittcamp gave. 

There seems to be a belief in many quarters, however, that the nature 
of the business of farming is such as to make special treatment under 
the bankruptcy law advisable. 

Because of the uncertainties of nature and their effect on agricul- 
ture, we agree that there may be need for a longer time to negotiate 
work-outs than is required in some nonfarming types of business. 

We would, therefore, support the McCarran-Hayden substitute S. 25 
with certain modifications, which are submitted herewith. 

These modifications would bring the bill in line with other sections of 
the act, and assist worthy debtors in effecting a quicker work-out with 
unsecured creditors. 
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In our opinion, if the bill is enacted with these amendments, it will 
not have any serious adverse effect on the availability of credit to 
farmers. 

Senator Maanuson. Let me get your opinion on that. 

You say it would not have any serious adverse effect. 

Mr. Frercuson. That is right. 

Senator Magnuson. Would it have the opposite effect ? 

Mr. Frereuson. No. 

Senator Magnuson. In other words, your opinion is that this bill 
would in no way affect the availability of farm credit; is that correct? 

Mr. Ferguson. That is my judgment; if it is modified slightly. 

Senator Magnuson. From all types of lending agencies? 

Mr. Fereuson. I think it might affect second mortgage lenders. 

Senator Magnuson. How about commercial banks? 

Mr. Frreauson. Mr. Downie will be here to speak for them. 

I think a slight change has to be made to take care of debts that are 
secured by personal property. I haven’t studied the amendment, but it 
treats with secured debts, and I think it presumes that they are secured 
by real estate. But secured debts can be secured by other things, and a 
10-year extension for insurance on a debt secured on farm machinery 
would be unreasonable. 

Senator Magnuson. I think that point is quite important. This 
proposal is quite important in the bill. Although we have not had 
much criticism on the bill except changes in wording, and things of 
that nature, there probably would be a suggestion that the passage of a 
bill of this type might have the effect of ‘dr ying up credit because the 
mortgagee or people who were in that business would probably say, “It 
looks like we might never get our money back.” 

So they would be reluctant to loan. 

Mr. Frrcuson. That is right; and we must consider that very care- 
fully in thinking like this because your alternative is for some Gov- 
ernment lending. 

Senator Magnuson. Yes. That might again force more Govern- 
ment lending. 

Mr. Frroauson. That is right. 

Senator Magnuson. Although we have gone a long way along those 
lines, we do try and we think it is better to have private lending, if 
that is available. 

Mr. Frereuson. That is right. 

Senator Magnuson. We would not want to pass a piece of legisla- 
tion that would dry that up. 

Mr. Frereuson. It is our considered judgment that with some very 
slight changes it would not affect it. The most important change in 
that respect is probably the only difference of opinion between us and 
Mr. Smitteamp. 

Senator Masnuson. How do you people procure your loans? Di- 
rectly, or through agencies / 

Mr. Frrevson. We procure our loans through local banks and real- 
estate boards. 

Senator Magnuson. Local real-estate mortgage firms ¢ 

Mr. Fercuson. Ordinarily they are real-estate brokers. 

Senator Magnuson. Do you do quite a bit of that ? 

Mr. Ferauson. Yes. Weare the second largest institutional lender. 

I will run through these amendments briefly. 
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The first two amendments have to do with modifications of the 
rental provisions. 

Senator Magnuson. Do you have a suggestion here for modifying 
revisions with regard to rental ? 

Mr. Ferauson. Yes, sir. 

First suggestion would permit unsecured creditors to protest the 
rental on encumbered property. The rental on a lightly encumbered 
parcel might be established very low and still be adequate to cover 
the charges of the secured creditor. 

Under such circumstances the secured creditor would have no reason 
to protest, but the unsecured creditors would be damaged because 
they participate in the excess rental. 

Do you follow me on that? 

Senator Magnuson. Yes, sir. 

Mr. Fercuson. The second point would require that rental money 
used for repairs be confined to necessary repairs. This is recom- 
mended to prevent excessive expenditures for repairs during the 
moratorium. 

Senator Magnuson. That second suggestion, of course, is a well- 
established principle in all our bankruptcy acts. 

Maintenance and repairs have always been held to be necessary 
maintenance and repairs, but we might spell it out. If we spell it out 
there would be no trouble about it. 

Mr. Fereuson. Well, it is omitted in this and it is in the other bill. 

Senator Magnuson. How would the unsecured creditors come in? 
What would be the procedure for them to come in and, say, protest 
the rental ? 

Mr. Frereuson. They have the right, under the bill, to come in and 
protest the rental on unemcumbered property, at a rental hearing. 

Senator Macnuson. But you would suggest that they have the mght 
on any property to come in and say, “Look here, this rental is not 
big enough to handle my situation.’ 

Mr. Fereuson. Probably their argument would be: “This rental 
is not what it ought to be. It is not a reasonable rental for property 
like that.” 

It might happen where we have one parcel slightly encumbered and 
the secured rental wouldn’t care. 

Senator Magnuson. You are suggesting that on page 15, line 16, 
we strike out the word “unencumbered,” and insert in lieu thereof 
the word “any.” 

Mr. Fereuson. Yes. 

Senator Magnuson. And on page 16, line 7, you suggest that after 
the word “and”, we insert the word “necessary.” That would spell out 
what the maintenance and repairs should be. 

Mr. Fereuson. That is right. 

Those are rather minor. 

Our next suggestion would be to prevent a second filing on the 
same debt. It does not seem reasonable that a borrower should have 
the privilege of taking a debt that has gone through this procedure 
once, back into the moratorium again, and obtain another extension. 

You see, you just kind of go over and over. 

Senator Magnuson. There never would be any end to it, would 
there ? 
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Senator Fercuson. That is what we are afraid of. 

It is things like that that will hurt the availability of credit. 

Senator Maenuson. That will dry up the credit. 

Mr. Ferevuson. I doubt if it would happen much, but it would be 
extremely irritating if it did. 

Senator Magnuson. The possibility of its happening might have 
the effect of saying, “Well, I do not want to particularly get into that 
kind of loan.” 

Mr. Fereuson. That is right. 

Senator Macnuson. You would hurt the farmers more with that 
procedure than you would help them. 

Mr. Fercuson. For the reason that very, very few farmers ever will 
take advantage of anything like this, yet the result might affect most 
of them, you see. 

Senator Macnuson. We are just pointing that up so that the record 
will be clear. 

Then you suggest that on page 35, line 6, after the word “chapter” 
we insert the following: 
but the benefits of this chapter shall not again be extended to any debtor with 
respect to any debt the extension of which was confirmed under section 988 
of this chapter. 

Mr. Fereuson. Yes. 

And our third group of suggestions would limit the moratorium to 
a maximum of 5 years. 

Senator Magnuson. Right there let me ask you: 

How long was the original time limit? What was it in the original 
bill ? 

Mr. Frereuson. The Frazier-Lemke bill was 3 years, with a cash 
settlement at the end. 

Mr. EastLanp. It would extend it from time to time. 

Senator Maenuson. But I mean the moratorium period was 3 years. 

Mr. Eastuann. That is correct, sir. 

Senator Magnuson. What is the period here under the substitute ? 

Mr. Fereuson. There is no period. 

Senator Macenuson. It is coextensive with the emergency. 

But you suggest there be a 5-year limitation, Mr. Ferguson. 

Mr. Frereuson. That is right 

The Frazier-Lemke Act limited the moratorium to 3 years. We 
think the bill should provide means for bringing to an end cases 
where the emergency appears to have ceased, but the debtor insists 
on continuing under the moratorium. 

Very often the debtor will be the only one who can submit con- 
vincing evidence that the emergency has ceased to exist as far as he is 
concerned. Debtors mi Ly Wi int to continue under the moratorium be- 
cause the favorable rental and the option to redeem property and ex- 
tend debts in the hope that turn of events will make that profitable. 

The way it is in the hopeless cases, they have a nice favorable rental 
set up there and they prefer to continue, and it is very hard to prove, 
I believe, that the emergency has cased. 

So I think that this is the most important point. 

Senatar Macnuson. I do not know whether or not 5 years or 3 years 
is the right period, but I do think that you have to have an end to it 
some place. Otherwise, you could find a situation where it goes on 
indefinitely. 
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Mr. Fercuson. I would say this: That if,there is not some limit to 
it, there might develop an awful lot of opposition to this bill, if there 
is not some limit to it. 

Senator Magnuson. 5 years is an extension over the old act by 2 
years. 

Mr. Fereuson. Plus an extension of the debt at the end of that, you 
see. 

Senator Magnuson. So along those lines you suggest that on page 
15, beginning with the word “without” in line 4, we strike out through 
the word “years” ‘in line 5, and insert in lieu thereof the following: 
but in no event shall any such moratorium continue for a term of more than five 
years from the date of approval of the order granting the moratorium. 

Then on page 18, line 10, beginning with the colon, you suggest we 
strike out through the period in line 20, and insert in lieu thereof, the 
following: 

Upon a final determination that the emergency has ceased, or at the expiration 
of five years from the date of approval of the order granting the moratorium, 
whichever is the earlier, the moratorium shall terminate and the court shall 
proceed as provided in section 1016 of this Act. 

Then on page 27, line 1, you suggest that after the word “ceased” 
we insert the following: 

, or at the expiration of five years from the date of approval of the order granting 
the moratorium. 

In all those places that would make a 5-year period; is that not 
correct ¢ 

Mr. Frereuson. That is right. 

My final suggestions are more difficult to explain because they would 
revise the article 9 in the bill, which has to do with the settlement 
of the extension of claims. I don’t believe it would take anything 
away from the debtor that is contemplated in the bill, but it would 
bring it in line with other chapters of the act. 

There is a great advantage to that, we think, because the other 
chapters have been tested in court and litigated, and if we can follow 
that procedure it would save expense and time. 

Senator Maenuson. I will put into the record here your specific 
suggestions. I will not read them. 

(Material referred to follows:) 


SUGGESTED AMENDMENTS 


ARTICLE IX EXTENSION 


Sec. 986. Within sets days after At any time before but not later than sirty 
days after (1) a final determination under Section 942 of this Act that the 
emergency has ceased or (2) the moratorium is otherwise terminated, the debtor 
may file with the court a notice of election wherein he may elect an extension, 

Sec. 987. If the debtor elects an extension, he shall tile with his notice of 
election an extension proposal, together with a copy thereof for each affected 
creditor, which proopsal shall provide for full payment of his secured claims 
fully amortized over a term of years, which term of years shall be based upon 
the earning power of the property that is security for the debt as determined by 
the court, but not exceeding the greater of ten years or the eriginel term ef 
years unerpired term of the original credit instrument, payable in equal quar- 
terly, semiannual, or annual instalments, plus interest at the eoenteaet rate; or 
6 per ecentum per annum arhiehever is the lesser; rate provided for in the credit 
instrument before default, and such extension proposal shall provide for pay- 
ment of unsecured debts, for which claims have been filed and allowed or are 
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allowed under section 930 of this Act, on a parity one with the other, to the 
extent and on the terms which the debtor believes he will have the ability to 
pay from his future income. The extension proposal shall identify the related 
lien or liens, shall describe the property which the debtor wishes to pedeem,; retain, 
which description may be incorporated by reference to the recording data 
of the related lien instrument, and shall set forth the amount to be paid 
in redemption of the property; the interest rate and terms of payment, as well 
as the persons to whom payment is to be made. 

Sec. 988. Upon the filing of such extension proposal, the court shall give 
give a ten-day notice by mail to the debtor and all affected creditors of a hearing 
on such extension proposal and shall include a copy thereof with each notice, 
If no written objections to such extension proposal are filed at or before the 
hearing by any creditor; or if the extension proposal has been accepted in writing 
before the hearing, or is accepted in writing at the hearing, by unsecured credi- 
tors whose claims have been filed and allowed or allowed under section 930 of 
this Act, by a majority in number, which number shall represent a majority in 
amount of such claims, and no written objections are filed at or before the hear- 
ing by a secured creditor, the court shall confirm the proposal: Provided, That 
the extension proposal and its acceptance are in good faith and have not been 
made or procured by any means, promises or acts prohibited by this Act. If 
written objections are filed by a secured creditor, the court shall consider the 
written objections or hear the objecting party and shall enter an order in ac- 
cordance with the proof, approving the proposal as submitted, or modifying it 
as to the objecting party and approving it as modified. Jf the required accept- 
ance by unsecured creditors is not obtained and objections are filed at or before 
the hearing by unsecured creditors, the court shall receive evidence as to the 
then fair and reasonable market value of the unerempt property of the debtor 
and shall fir the amount to be paid in settlement of unsecured claims and the 
terms of payment and shall approve the extension proposal as modified. Such 
amount to be paid in settlement of unsecured claims shall be the value of the 
debtor’s unencumbered unerempt property and the sum of the values of each 
separate encumbered portion of the debtor's property less the secured claims 
applicable thereto. The extension proposal, when approved by the court, shall 
have the full force and effect of a binding contract fer redemption between the 
affected parties. After the approval of an extension proposal, the debtor shall 
make all required payments directly to the persons entitled thereto. The debtor 
shall be discharged as to all unsecured debts or parts of debts not provided for 
in the approved extension proposal. Upon the recordation of a certified copy of 
such order in the proper office in the county or parish in which the land is 
located, it shall constitute constructive notice of the debtor’s right to redeem 
the affected property. 


Mr. Fereuson. ‘There is what we do to the bill, you see. 

I think IT can tell you better, at least, what it will do. 

First, the bill provides for extension of the secured debts at an 
interest rate which is the rate provided in the contract, or 6 percent, 
whichever is lesser. We doubt if the Congress or the courts have the 
power to reduce the interest rate without agreement of the creditors. 
It has not been done in other chapters, and we think it can be easily 
taken care of by providing for extension at the rate provided for in 
the loan agreement before default. 

Senator Magnuson. You suggest that the extension would be at the 
rate that they had agreed upon prior to the default, is that correct? 

Mr. Fereuson. That is right. 

Senator Maenuson. Whether that be 4, or 5, or 6 percent. 

Mr. Frereuson. That is right. It would seldom be more than six. 

So I think it is an easy solution to the question. 

Senator Magnuson. I would think you make a good point there. 
I do not think that we do have the right to change an interest rate in 
an agreement. 

Mr. Frereuson. That was determined in the first Frazier-Lemke 
case. It was one of the issues. 
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We also question if the court has the power to fix the payments 
which is determined by what the court believes the debtor will have 
to be made the unsecured creditors over their objections at an amount 
the ability to pay. 

Yet this is the only policy set forth to guide the court in its decision. 

We think a better way would be to permit the debtor to negotiate 
a settlement with the majority of the unsecured creditors before the 
termination of the moratorium: while he is under the moratorium, 
permit him to go out, if he can, negotiate a settlement of his unsecured 
claims on a basis which had been approved by a majority in number 
and amount of the unsecured creditors. 

He would at that time be in a better bargaining position than after 
the moratorium had been terminated. If he could bring it to court, 
an extension proposal, which extended secured claims on the terms 
outlined in the act and settled unsecured claims on a basis which had 
been approved by a majority in number and amount of the unsecured 
creditors, the court could approve the proposal and all creditors would 
be bound. 

In chapter 12 they have to have two-thirds in number and amount 
of class, and in the wage earners chapter they have to have a majority 
in number. 

This being unsecured claims, I think that majority is probably 
reasonable, 

Senator Macnuson. In other words, you would suggest that the 
secured creditor is there; he is in there. 

Mr. Frreuson. He has security. 

Senator Macnuson. But a majority of the unsecured creditors, 
before the termination of the moratorium, if they would come in and 
there was agreement reached, then the court could settle the whole 
thing in one degree. 

Mr. Fereuson. That is right. 

Senator Magnuson. Rather than leave them just—not out, but 
they would not have any way of coming. 

Mr. Frreuson. And in the bill, as it is drawn, the debtor brings 
in his proposal, and his settlement with unsecured creditors is on 
the basis of what he thinks he can pay them. If they don’t object, it 
is approved, which is all right. 

Senator Macnuson. But what if a majority agree ¢ 

Mr. Frereuson. I am proposing that if a majority agree, it would 
bind the minority. 

Our suggestions would also permit the debtor, who was unable to 
obtain the required agreement of unsecured creditors, to submit his 
own proposal, and if not then approved by the majority of the un- 
secured creditors—that would be in court, you see—the court would 
determine the equity in his unexempt property over the secured claims 
and fix the amount to be paid the unsecured creditors at that time, 
if Jess than the amount owed. 

Most unsecured creditors would rather agree to a reasonable settle- 
ment than incur the expense of a trial on the question of value. 

And it is only reasonable that they obtain the equivalent of an equity 
in the property, because, after all, he is bankrupt, supposedly. 

Control of a minority group in a class of creditors by the decision 
of the majority is well established in other chapters of the act, as is 
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the principle that unsecured creditors are entitled to the value of their 
debts. 

Provision for work-out of unsecured claims in the manner we suggest 
would tend to shorten the proceedings. Many unsecured creditors 
would be willing to settle early for what they could get rather than 
continue in expensive litigation for a long period. 

This would be an advantage to the debtor because he will have 
extra expense and be hampered in his operations as long as he con- 
tinues under the moratorium. 

Senator Magnuson. I would think, of course, if I were advising 
the client in this position, that we would be better off if we could put 
everything on the table and work out an agreement for the whole thing 

rather than to be sued over here by one fellow on one claim and having 
somebody else suing you over here and going through what may in- 
volve seven or eight lawsuits. 

Mr. Fereuson. That is right. That is why bankruptcy procedure 
is used so often in business failures. It is the only way to solve it. 

Senator Maenuson. It is the only practical way. 

Mr. Frreuson. Yes. 

Senator Magnuson. Although I do not suggest that bankruptcy is 
practical, 

Mr. Fercuson. By following well established principles of bank- 
ruptcy law, the opportunity for prolonged and expensive litigation 
will be reduced. 

Then I have here specific amendments that are suggested. 

Senator Magnuson. We will insert those into the record. 

(Material referred to is as follows:) 


SUGGESTED AMENDMENTS TO THE McCCARRAN-HAYDEN SUBSTITUTE FOR S. 25 


On page 24, line 4, strike out the word “Within sixty days after” and insert 
in lieu thereof the following: “At any time before but not later than sixty days 
after (1)”. 

On page 24, line 6, after the word “ceased”, insert the following: “, or (2) the 
moratorium is otherwise terminated”. 

On page 24, line 11, after the word “claims”, insert the word “fully”. 

On page 24, line 15, strike out the words “original term of years” and insert 
in lieu thereof the following: “unexpired term of the original credit instrument”. 

On page 24, line 17, beginning with the word “contract” strike out through 
the word “lesser” in line 18 and insert in lieu thereof the following: “rate pro- 
vided for in the credit instrument before default’. 

On page 24, line 21, after the word “Act”, insert the following: ”, on a parity 
one with the other”. 

On page 24, line 25, strike out the word “redeem” and insert in lieu therefor 
the word “retain’’. 

On page 25, beginning with the word “in” on line 2, strike out through the 
word “property” in line 3. 

On page 25, line 6, strike out the word “given” and insert in lieu thereof the 
word “give”. 

On page 25, line 10, after the word “hearing”, insert the following: “by any 
creditor; or if the extension proposal has been accepted in writing before the 
hearing, or is accepted in writing at the hearing, by unsecured creditors whose 
claims have been filed and allowed or allowed under section 930 of this Act, 
by a majority in number, which number shall represent a majority in amount 
of such claims, and no written objections are filed at or before the hearing by 
a secured creditor,”. 

On page 25, line 10, after the word “proposal”, insert the following: “: Pro- 
vided, That the extension proposal and its acceptance are in good faith and 
have not been made or procured by any means, promises or acts prohibited by 
this Act”. 
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On page 25, line 11, after the word “filed”, insert the following: “by a secured 
creditor” 

On page 25, line 15, after the period insert the following: “If the required 
acceptance of unsecured creditors is not obtained and objections are filed at 
or before the hearing by unsecured creditors, the court shall receive evidence 
as to the then fair and reasonable market value of the unexempt property of the 
debtor and shall fix the amount to be paid in settlement of unsecured claims and 
the terms of payment and shall approve the extension proposal as modified. 
Such amount to be paid in settlement of unsecured claims shall be the value of 
the debtor’s unencumbered unexempt property and the sum of the values of each 
separate encumbered portion of the debtor’s property less the secured claims 
applicable thereto.” 

On page 25, line 17, strike out he words “for redemption”. 

On page 25, line 25, strike out the word “redeem”. 

Mr. Frrevson. I want you to know that we have worked with the 
people out at Berkeley who have done major work on this bill. We 
have worked with them very carefully, and I think we would have 
resolved these differences before if we could have gotten together, 
but it isa long way from New York to Berkeley. 

Senator Maenvuson. I think your suggestions are not only very 

valuable, but they have been presented in a manner in which they can 
be fitted right into the bill without in any way impairing the objective 
of the bill. 

Before we call Mr. Downie, let me ask this, for the record: 

The bill does not provide any new court procedure, does it? In 
other words, this would go through the regular referees in bankruptcy, 
would it not? 

Mr. Frercuson. That is right. We think that isa great advantage. 

Senator Magnuson. We would not set up any new bankruptcy 
court; is that right? 

Mr. Ferguson. That is right. 

Senator Magnuson. What would you say, all of you people, of the 
availability of referees? The availability of referees in bankruptey 
sometimes causes a hardship on some sections of the country. 

Mr. Frereuson. There are some minor changes in here regarding 
that. I don’t understand it. It permits them to retire people. 

Senator Magnuson. How many do you have in California, Mr. 
Smitteamp? I understand you have one in San Francisco. 

Mr. Smirrcamrp. We have one in Fresno. I don’t know how many 
there are in California. 

Senator Magnuson. Of course, a Federal judge could appoint any 
place. 

Mr. Eastianp. Yes, sir. 

Senator Macnuson. This would not change that procedure, would 
it? 

Mr. Eastianp. No, sir. 

Mr. Smirrcamp. In a sense, he has to qualify. I presume that, as 
a referee, he would have to be an attorney if he were to qualify as a 
referee. 

Mr. Ferrevuson. The court would appoint an attorney. But I 
wanted to be assured that we had some flexibility of the availability 
of these referees because he could appoint a local attorney to be the 
referee, of course, in the area. 

Mr. Fereuson. Yes. There are no restrictions in the bill on that 
phase; in fact, it is liberalized a little bit. 
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Senator Magnuson. In my State there is only one referee in bank- 
ruptey, and that is in Seattle. It would be pretty hard for a farmer 
in Washington to come all the way across the mountains to Seattle. 

But the judges could handle that. 

Mr. Downie. Isn’t that the practice; isn’t that what the court 
does ? 

Senator Magnuson. No, sir; they used to appoint referees in bank- 
ruptey and they served on a fee basis. Of course, one of the big 
plums would be for the attorney to be the referee in b: ankruptey. We 
changed that now and we give them a salary, and they sit almost as 
regular judges. 

But I would think that under the bill a court could appoint any 
lawyer. Iam sure he can make that appointment in any little com- 
munity where the lawyer was available. He would appoint him to 
act as referee. 

Mr. Suirrcamp. One thing we had in mind was to get out of the 
conciliation commissions. We wanted to get it on a little higher 
plane rather than degrade the action; to get it on as high a plane as 
possible. 

Senator Magnuson. If he did send it to a referee other than the 
regular one on a salary, he would qualify and the court would set the 
fee. 

Mr. Fereuson. I think he would have to be paid a salary on a per 
diem basis. 

Senator Magnuson. We will be glad to hear you now, Mr. Downie. 


STATEMENT OF ROBERT N. DOWNIE, PRESIDENT, FIDELITY STATE 
BANK, GARDEN CITY, KANS., REPRESENTING THE AMERICAN 
BANKERS ASSOCIATION 


Mr. Downiz. My name is Robert N. Downie. I am president of th 
Fidelity State Bank, Garden City, Kans. 

1 am appearing before your committee, Mr. Chairman, on behalf 
of the American Bankers Association in my capacity as chairman of 
the subcommittee on agricultural credit of its committee on Federal 
legislation. 

lL have no extemporaneous remarks to make. I have a short 
statement. 

Senator Magnuson. We will be glad to have you read it for the 
record, 

Mr. Downtn. When the original 8. 25 was being considered by this 
committee, we filed a statement in opposit ion to the enactment of such 
legislation. We were vigorously opposed to certain features of that 
bill. 

The Frazier-Lemke Act was originally enacted as a temporary 
emergency measure. It was designed to provide relief to farmers who, 
through inability to meet their debts because of depressed prices of 
farm commodities, were threatened with the loss of their farms. 

It provided a procedure to be available for such farmers in order to 
rehabilitate themselves, 

The situation of farmers today is entirely different. They are gen- 
erally in a prosperous condition; have built up substantial reserves in 
the form of savings, and are fully protected in the foreseeable future 
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against any large impairment of income by the price-support pro- 
grams of our Federal Government. 

Adequate protection is afforded to farmers who may avail them- 
selves of the real property arrangements under chapter 12 of the 
bankruptcy law enacted in 1938. This chapter cabled distressed 
owners of real estate to obtain a stay of proceedings while they work 
out of their difficulty. 

Senator Magnuson. And I think we ought to make it clear that 
that applies to all types of owners of real ‘estate regardless of what 
their occupation may be. 

Mr. Downie. I think so; that is my understanding. 

The court can stay all proceedings for such period as seems desir- 
able, with further stays if progress is being made. 

During the stay the borrower may be left in possession of his prop- 
erty for which he pays a reasonable rental to the court. There is pro- 
vision for the working out of a plan of composition and extension of 
his indebtedness and for approval by the creditors. 

Although price supports in various forms have been in effect since 
the early 1930's and will probably be included in future national agri- 
cultural programs, there is no absolute assurance that at some future 
time such programs will not be drastically reduced or discontinued 
altogether. 

Furthermore, even with such programs there is no guaranty that 
price or income fluctuations will be entirely removed. ‘Tt is possible, 
also, that some distress might occur in limited areas where farmers 
become heavily involved in both farm and chattel mortgages. 

If Congress, with these possible future conditions in ‘mind, deems 
it advisable to provide for relief to farmer-debtors as a permanent 
part of the National Bankruptcy Act, it is hoped that whatever is 
finally passed will provide for a debt-adjustment procedure equitable 
to debtors as well as creditors and to society as a whole. 

There are certain basic principles which should be considered if me 
bankruptey procedure is to be fair and equitable for all. They are ¢ 
follows: 

A law that will not seriously restrict the availability of credit to 
worthy farmers by abrogating debt contracts. 

Senator Magnuson. Let me ask right there: 

Have you any opinion as to whether or not the passage of such type 
of legislation would seriously impair the availability of farm credit? 

Mr. Smittcamp believes it would not. 

Mr. Downie. I think it would seriously impair the availability of 
credit. 

Senator Magnuson. Mr. Smittcamp believes that it would not. 

Mr. Downie. It would not provide a definite time in which this 
matter would be ended, this moratorium. It would have reasonable 
time for concluding the moratorium. 

Senator Magnuson. In other words, you would agree that if we 
did pass such a law, along with Mr. Ferguson, that there should be 
a definite time limit plac ed in the bill; is that correct ? 

Mr. Downie. Yes, sir; I do. 

I also think that if too much of a slant were given to the borrower, 
he could turn to and avail himself of this relief, and it would add per- 
haps largely to the number of individuals who would seek such relief, 
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and as cases came up and as the delay and the time was consumed 
there, using such a moratorium case, I think that that lender and his 
neighbors and whoever might know of it would be very much discour- 
aged or enter into new similar contracts, similar to the loan mortgage 
contracts. 

I speak directly now, Senator, from my viewpoint as a country 
banker whose major operations are not long-term farm loans. Our 
farm loans are relatively short-term farm loans. 

Senator Magnuson. Are you an independent bank? 

Mr. Downie. Yes. 

Senator Magnuson. You are not part of a chain, are you! 

Mr. Downie. No, sir. We are a chartered bank under the laws of 
Kansas and a member of the Federal Deposit Insurance Corporation. 
That as far as we participate. 

Senator Magnuson. Do you agree that under the present system 
if you have to foreclose it is a pretty costly procedure for you? 

Mr. Downie. It is because of the time. The costs are not so much. 

Senator Magnuson. Of course, it varies in the different States. 

Mr. Downir. We have an 18-month redemption period, but adding 
to that the necessary time of the foreclosure action and the redemption, 
and it is about 2 years. 

Senator Magnuson. By the time you get through with it it is about 
214, sometimes 5, years. 

It is about this period of time, anyway. 

Mr. Downie. Yes. 

So in speaking as to credits by commercial banks, I think there is 
just a little difference easily seen in the views we might have as to 
the views in these long-term mortgages. 

Senator Magnuson. This would, though, simplify the procedure for 
both the borrower and the lander, would it not ? 

Mr. Downie. Yes; it would. 

Of course, we feel that he can get the relief if he wants it in that 
direction, under section 12. 

Senator Magnuson. But as far as the borrower is concerned, I do 
think the regular act is sometimes quite expensive for him, particularly 
in view of the fact th: at the usual agricultural loan is not a big loan. 

Mr. Downie. That is right. 

Yes, you might improve his position as to the cost of procedure there. 

You speak of the expenses. Many States do not permit the lender 
to charge attorney fees or costs of that kind. The debtor, of course, 
escapes that. 

Senator Magnuson. Most State laws are 18 to 24 months in redemp- 
tion and they provide about the same kind of procedure. 

But if the creditor wants to get a lawyer he can usually make it 
pretty costly and take quite a long time before you finally acquire 
the property. 

Mr. Downie. That is right. That is why we say that what you 
should consider is a law that will not ser riously restrict the availability 
of credit to where the farmers by abrogating debt contracts. 

Senator Magnuson. Let me ask you this on your suggestion: Do 
you think that this proposal would abrogate contracts 

Mr. Downrr. It is an abrogation, is it not. if it sets aside the contract 
and we set up a new period of time to work it out? 
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Senator Maanuson. I must agree with you that it will change it, 
but that is not necessarily so. 

I mean the court may say that the contract goes on, but may change 
the time for the moratorium. The court could change the terms of 
the contract, but it does not necessarily follow that that will happen. 

Mr. Downie. Perhaps there might be a different word there than 
“abrogating.” But the intent of it was to show you did not modify it 
in some manner. 

Senator Magnuson. You did want to point out there is a possibility 
of the court’s changing the contract completely. 

Mr. Downie. That is right. He cannot change it other than, I 
suppose, to set up the time element that does not exist in the contract 
and in that manner change it. 

Senator Magnuson. Of course, they can do that now. 

Mr. Downtn. Yes. They can do all those things. We are talking 
here about relief under section 12. 

May I proceed, sir? 

Senator Magnuson. Yes. Go ahead. 

Mr. Downie. We also say that what should be considered is a law 
that will embody principles already established by the courts and 
will thus avoid unnecessary litigation; a law that will be inexpensive 
to administer; a law that not only protects the debtor, but also deals 
fairly with both the secured and unsecured creditors. 

Senator Magnuson. Let me ask you there: Do you not think if 
we were going to pass a law such as this, that the suggestion by Mr. 
Ferguson, on the unsecured creditors would be a valuable contribu- 
tion to this type of legislat ion / 

Mr. Downie. I do, sir. That would cover what we have there. 

Senator Magnuson. It would cover some of your objections, would 
it ¢ 

Mr. Downtr. Yes. 

We also suggest that you consider a law that provides for termina- 
tion of proceedings at some definite time. 

Senator Magnuson. That was also the suggestion made. 

I do not know whether it should be 5, or 3, or 4 years, but I think 
we all believe that there should be a limitation of time to this. 

Do you not also believe so, Mr. Smittcamp / 

Mr. Smrrrcamp. As I told these gentlemen yesterday, I have no 
objection to the 5-year limitation because it is hard to believe ‘where 
any of these cases will really go that long. 

But the law provides that at the end of 2 years that will be the end 
of the moratorium upon the determination by the court. 

So it seemed to us unnecessary that there would be a definite time 
limit. 

Also, as I stated in my statement, the moratorium should be co- 
extensive with the emergency. 

For example, suppose a man went into this debt or relief bill in a 
vear such as 1930 and then comes along 1935, light times, he would 
have no more chance of bailing himself out in 1935 than he had in 
1930. 

So if we are making a relief bill to help the farmer, then it looks 
like we should give him a bill that would be coextensive with the 
emergency. 
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However, I have no objection to this 5-year term. I think in likely 
99 cases out of 100, unless we get ourselves into another deep depression 
in 5 years, it is more than adequate. 

I am thinking of individual cases such as we had, freezes in oranges 
in California, or if we have droughts in the Middle West, or floods 
some place where a man has a couple of rough years. 

This is the type of thing that is going to help a man from un- 
scrupulous lenders. 

Senator Magnuson. Yes. You could use something like that in the 
fruit-raising areas. 

Mr. Smirrcamp. I have had 2 years now without an apricot. I 
haven’t had an apricot in my orchards. 

Senator ee The bulk of the farm loans are types of loans 
that a period of 5 years could equally adequately work out those 
problems, as you say. 

Mr. Smrrroampe. It should be. 

Senator Magnuson. You well know that the fruit situation is a 
very hazardous one. 

Mr. Smrrrcamr. The people in Washington are very cognizant of 
that now. 

Mr. Downie. The MeCarran-Hayden substitute amendment for S 
25 is superior to the bill in its original form. It is felt that this 
substitute amendment is more equitable to both borrower and lender. 

There are, however, certain further modifications of this amend- 
ment that should have the consideration of the committee. 

We feel that a limited moratorium should be provided for. The 
Frazier-Lemke Act limited the moratorium to 3 years with no exten- 
sion of the debt. For some people emergencies continue indefinitely 

and, therefore, to eliminate hopeless cases, we feel that some means 
shouk | be provided to bring these cases to an end. 

As a matter of principle, we feel that the unsecured creditors should 
participate in the proceedings as many of these creditors will have 
equity in the real property. Substitute S. 25 provides that the court 
has the power to fix payments to be made to unsecured creditors, over 
their objections. 

We feel that the debtor should be empowered to negotiate a settle- 
ment with the majority of his unsecured creditors before the termina- 
tion of the moratorium. 

I think that coincides with Mr. Ferguson. 

Senator Magneson. That suggestion was made by Mr. Ferguson. 

Mr. Downie. Yes. 

Mr. Chairman, I thank you for this privilege and courtesy you have 
extended to the American Bankers Association. 

Senator Magnuson. Do I understand that the American Bankers 
Association is opposed to any legislation ¢ 

Mr. Downie. Y es. That 1s our official position. 

Senator Macnuson. But if the Congress is disposed to pass some 
kind of legislation, you think these suggestions should be incorpo- 
rated; is that correct ¢ 

Mr. Downie. We think so. 

Senator Magnuson. One is the limitation of time, and the other is 
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the matter of unsecured creditors. Those are two very important 
points which have been suggested by Mr. Ferguson. 

Mr. Downte. Yes. 

May I ask this question ¢ 

Senator Magnuson. Yes, sir; go right ahead. 

Mr. Downie. Are we really ‘embarking on, we will say, further 
or on new class legislation in this proposal ? How far do we go in 
the making of our “statutes now to reach all the people? Are we in- 
clined to, because of the exigencies of the situation, set up new legis- 
lation that we apply directly to a class and then we have the others 
repeatedly and constantly complaining of the inequity of it ! 

Senator Magnuson. That is the only thing that is bothering me ¢ 
a lawyer, in this matter. That is whether or not we are aii 
upon what we call class legislation. 

I do think, however, that the proponents of the bill feel—and I 
a pose there is a good reason for their feeling—that the agricultural 
pursuits in this country do provide a different type of hazard or 
emergency, which might not apply to other types of business in which 
financing is involved. 

But whether or not it is so sufficiently removed as to require special 
legislation is, I think, a very, very important point. 

‘Mr. Downie. Senator, I am asking that question. I have spent 
some 45 years in my life in active banking work, always in agricultural 
communities, such as I now live in. In fact, all of that time has been 
in the State of Kansas which, as all of you know, at least until recent 
years, has been wholly devoted to agriculture. 

I have just wondered if I have become a little bit opinionated or too 
provincial to realize that we must meet some changing conditions from 
time to time. 

But I have been wondering whether or not, in the doing of it, we 
really remedy the whole situation for the welfare of all by. establish- 
ing again and again and again new legislation to fit, to cover certain 
segments of our ‘industr y or of our agriculture. 

‘Senator Magnuson. Of course, what happens in this situation is 
this: If we ran into another national problem such as we had from 
1929 on, Congress is going to pass something like this anyway, like 
the Frazier-Lemke Act, for the emergency, and we might be better 
off in the long run if we would establish some permanent, fair, equi- 
table procedures that would take care of the situation if and when 
it occurred. 

Mr. Fereuson. That is our position. 

Senator Macnuson. I am afraid that we might get even a much 
more radical type of legislation if we let this go ~ until the thing 
happens. I have been with legislative bodies for so long that I can 
foresee that. 

Mr. Downie. If you act dispassionately right now, you might pro- 
duce better legislation. 

Senator Magnuson. It can be done more calmly now and some 
procedure can be established that would make fair relief available 
when it was needed, rather than to have it happen and have everybody 
stand up and go off on tangents with maybe what is unsound and 
unwise legislation. 

Of course, this is a very serious piece of legislation. It involves 
a lot of these questions. 
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Mr. Downie. I hope all at interest will be given the opportunit 
from time to time to present such statements as they may think will 
be of help. I am sure that everyone here is doing nothing but con- 
sidering the interest of the farm debtor and the lender. We are not 
trying to oppose something that he needs. 

Senator Macnuson. Let me ask you this direct question, which 
you need not answer as representing the American Bankers Asso- 
ciation, but as your own personal opinion as a banker in an agricul- 
tural community: 

If this legislation were on the books now, would you be more cau- 
tious, or would you have a tendency not to make as many agricultural 
loans as you are making now? 

Mr. Downte. I would just simply be a little more cautious about the 
amount of the money that I advanced on this particular credit. 

Senator Macnuson. In other words, you feel that the local inde- 
pendent bankers in the agricultural communities, were this on the 
books, might tend to dry up credit a little more than they do without 
it. 

Mr. Downtr. Yes; that is my honest belief, sir. 

Mr. Ferevson. Could I answer that question ? 

Senator Magnuson. Yes. 

Mr. Ferevuson, Our position on that has been that there probably 
will be such a bill of some sort and that we better govern our lending 
with that in mind. So we have loaned with the thought that there 
might be something like the old Frazier-Lemke Act reenacted or 
something like the old S. 25, and it has caused us to be more conserva- 
tive than we would be if we thought there was any possibility there 
would not be such a thing, and I don’t know if that is good for every- 
body. 

Senator Maenuson. As Mr. Downie points out, we are embarking 
here on a new approach to the farm credit problem and we have to be 
very cautious, to know what effect that is going to have, because when 
the emergency comes we want to be sure we have a sound law. 

But you are absolutely right in the fact that if we had a depression 
again, that we are going to get some kind of legislation similar to this, 
and under the urgency and emotional stress of the times it might 
be worse. 

Mr. Downie. The people at interest will all recognize that our Con- 
gress is giving consideration to this. I am sure they recognize it. 

Senator Macnuson. Can you tell us just where agricultural long- 
term loans are now being financed ? 

Mr. Downie. I think if you would permit us we could furnish you 
the tables from the ABA offices to go into the record. 

Senator Macnuson. We will leave the record open for any further 
statements, because this is a matter that we are not going to pass out 
of this committee hastily . We will leave the record open for another 
2 weeks for those figures. 

Mr. Downtr. If you will allow us to do so we will be glad to sub- 
mit the ones we have. 
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(Material referred, subsequently furnished, is as follows:) 
Farm mortgage debt—Total outstanding and amounts held by principal lender 
groups, by States, Jan. 1, 1951 


[In thousands of dollars] 


Federal 


. . | Farme sife in- 
Federal Farm | Farmers | Life in 




















Total » sure © 
State and district rot lt : land {Mortgage| Home | surance | others « 
debt banks oe . . Admin com- 
banks? | Corpora- |, trati ae ie 
tion? |iStration *) pxnies? 
Maine. ___- $21, 258 $4, 629 $363 $1, 083 | $185 | - $12, 248 
New Hampshire 12, 976 2, 882 120 | 166 5 8, 169 
Vermont 29, 401 15, 553 227 706 | 513 6, 602 
Massachusetts ; 23, 662 7, 853 571 h25 657 18. 048 
Rhode Island 4,129 1, 873 72 30 24 1, 225 
Connecticut 23, 959 6, 187 446 260 1, 152 11, 386 
New York 167, 581 39, 748 1, 741 2, 969 9, 572 86, 200 
New Jersey _- 56, 493 7, 389 a> 801 1, 699 9, 710 29, 262 
District No. 1 total____.- 349, 459 86, 114 56, 598 4, 341 7, 438 21, 828 173, 140 
Pennsylvania 136, 536 49, 825 12, 460 560 3, 066 5, 577 64, 148 
Maryland and District of Co- 
lumbia 57, 848 4, 398 230 1, 595 4,153 28, 579 
Delaware 12,613 666 33 294 | 246 4,073 
Virginia 101, 530 3 &, 618 328 3, 220 9, 639 50, 374 
West Virginia 2%. 996 10, 855 3,815 4 2, 028 442 9, 662 
District. No. 2 total 335, 523 116, 225 29, 957 1, 345 11, 108 20, 057 156, 836 
North Carolina 101, 268 22, 436 15, 584 968 7, 663 47, 090 
South Carolina 58, 053 6,174 11,124 903 1, 109 31, 432 
Georgia 121, 400 21, 942 17, 775 1, 211 12, 048 55, 447 
Florida 77, 668 7, 116 9, 347 03 - 17, 826 10,172 
District No. 3 tota]__.. 358, 389 57, 668 53, 830 3, ORS 30, 119 oS, 646 174, 141 
Indiana 207, 928 49,179 23, 685 638 3, 672 67, 960 62, 704 
Ohio 191, 031 80, 281 19, 269 505 3. ROS 32, 959 | 54, 124 
Kentucky 108, 110 48, 403 11,127 475 3, 376 25, OR4 19, 645 
Tennesse 95, 703 30. 955 10. 890 475 6, 379 14, 566 32, 438 
District No, 4 total 602, 772 08, 81S 64, 971 2, 093 17, 320 140, 569 169, 001 
Alabama 90, 139 14,837 685 10, 848 3, 428 39, 149 
Mississippi 134, 092 14, 549 704 18, 548 29, 332 19, 804 
Loui na 76, 347 11, 434 518 7, O93 10, 514 34, 265 
District No. 5 total 300, 578 10, 820 54.875 1, 907 36, 489 43, 269 123, 218 
Illinois 237, 990 35, 665 55, 137 979 3,173 39, 6 
Missour 223, 614 10, 245 23, 859 1, 359 9, 674 76, 720 
Arkansa 101, 234 10, 780 11,739 670 11, 207 33, 622 
District No. 6 total 562, 839 86, 690 90, 735 3, 008 24,054 | 208,361 149, 991 
Michigan. . . 200, 196 40), 464 24, 750 1, 247 3, 813 8, 047 121, 875 
Wisconsin 292 468 55, 027 35, 210 2. 883 4, 266 18, OO! 177, O81 
Minnesota 268, 728 49, 706 KO, 712 2, 449 6, S54 75, 822 R35, 185 


North Dakota 75, 043 4,231 11, 035 2, 481 2, 791 10, 681 $3, 824 


District No. 7 total 836, 435 149, 428 121, 707 9, 060 17, 724 112, 551 125, O65 
lowa 419, 252 58, 694 86, 351 1, 138 4,179 192, 145 76, 76 
Nebraska 156, 642 10, 133 49, 145 1, 425 3, 812 55, 817 36, 310 
South Dakota ; E 77, 071 4, 327 32, 766 1, 033 2, 421 31, 959 4, 565 
Wyoming cf 41,414 1, 894 &, 136 332 1, 497 14, 991 14, 564 

District No. 8 total... 694, 379 75, 048 176, 378 + 3,928 11, 909 204, 912 132, 204 
Kansas biel 169, 188 20, 328 31, 557 1, 352 5, 641 50, 659 59, 651 
Oklahoma 138, 151 10, 893 20, 898 925 10, 849 35, 701 5&, RSS 
Colorado 112, 547 4, 882 16, 702 608 1, O87 28, 999 59, 369 
New Mexico_. 59, 909 2, 237 5, 72 200 1, 641 25, 460 | 24, 560 

District No. 9 total 479, 795 38, 340 74, 878 3, 175 20, 118 140, 819 202, 465 
Texas, District No. 10 total 415, 012 27, 638 94, 688 3, 619 19, 694 169, 306 100, 067 


See footnotes at end of table. “ 
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Farm mortgage debt—Total outstanding and amounts held by principal lender 
groups, by States, Jan. 1, 1951—Continued 


{In thousands of dollars] 


Federal 





Federal Farm Farmers sife in- 
1 Total All . ; lome urance } 
~ . S et . lary ortvage Others ¢ 
tate and distri debt hanks ! } = : - a ©“ Admin- om- — 
— ak istration *} panies 2 
Utah $39, 752 $7, 424 $7, O89 $450 $3, 263 $3, 132 $18, 394 
Arizona 43, 495 2 618 5, 301 249 O52 8 815 25, 560 
Nevada 15, 795 OX1 1, 407 2 360 4,218 8 777 
California 438, 657 79, 774 55, 137 3, 613 2, 698 67, 982 229, 453 
District No. 11 total 537,699 | 90, 797 68, 934 4, 364 7, 273 84, 147 282, 184 
Montana eo 6,301 2, 805 13, 28 YS , 19 10, 244 2 
Idaho 84, 780 4, OF 16, 990 SO4 400 19, 726 76 
Washington 103, 108 14, 685 14, 854 695 2, : 4 17, 853 52, 867 
Oregon 110, 517 9, 267 14, 751 746 l, 18, 417 65, 369 
District No. 12 total. 354, 706 30, 773 59, 880 3, 183 10, 806 66, 240 183, 824 
United States 5, 827, 586 (1, 008, 359 947, 431 44, 008 214, 047 |1,340, 705 | 2, 273, 036 


Loans are classified according to location of bank and therefore are not strictly comparable by States 
with data for other lenders, which are classified according to location of security or borrower 
2 Includes regular mortgages, purchase-money mortgages, and sales contracts ; 
3 Includes tenant-purchase, farm-enlargement, farm-development, project-liquidation, and farm-housing 
loans: and loans from State Rural Rehabilitation Corporation Trust Funds. 
4 Includes loans held by individuals and miscellaneous lenders. 


Source: Bureau of Agricultural Economics. 


Senator Macnuson. Thank you, gentlemen, very much. We ap- 
preciate your coming before us. 

Does anyone else have any views to express on this legislation? 

We will be glad to hear from you. 

If not, the committee will stand adjourned. 

Mr. Smirrcamr. If I might say something just for the sake of 
unanimity, I think we are all very much in agreement on the pro- 
visions of this bill. 

I especially would like to say I feel pretty much as Mr. Downie does 
on the need. It is my personal opinion that we don’t reed legislation 
at this time. 

As you know, Senate bill 1938 was passed by the Senate in 1949. 
That scared us to death. If that bill had been passed by the House 
we would just be in a heck of a fix today, we think. 

I think you know the bill would have scaled down the debt, scaled 
down the interest rate. It would have increased the time limit. 

Senator Magnuson. We attempted to pass and almost passed in 
1935 some legislation that we thought was going to help out the farmer, 
ancdit would have dried up every available bit of credit. 

Mr. Smrrrcamp. That was the 1938 bill; that is what it would 
have done. 

Senator Maenuson. Before adjourning, we will place into the rec- 
ord a letter from the Nezperce National Farm Loan Association, 
of hie iston, Idaho, referring to this matter. 

(The letter referred to follows :) 

NEz PERCE NATIONAL FARM LOAN ASSOCIATION, 
Lewiston, Idaho, June 15, 1951. 
Senator WARREN G. MAGNUSON, 
Washington, D. C. 

My Drak SENATOR MAGNUSON: As President of the Nezperce National Farm 
Loan Association and also chairman of the Twelfth Farm Credit District NFLA 
Advisory Committee I am naturally interested in the farmer-debtor bankruptcy 
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legislation covered by the amendment to Senate bill 25, which amendment was 
proposed by Senator McCarran of Nevada on May 2, 1951. I am informed that 
you are chairman of the Senate Judiciary Subcommittee charged with the 
responsibility of holding hearings on this bill. I believe it is a good bill, being 
fair to both debtor and lender alike, and whatever you may do in regard to its 
passage will be appreciated by me. 
With kind regards. 
Yours sincerely, 
HowaAkgp D. HECHTNER. 


Senator Macnuson. The committee will be in recess and the record 
will be open for 2 weeks for those figures. 

Mr. Downte. We will get them to you. 

(Thereupon, at 11:45 a. m., the hearing recessed, to reconvene sub- 
ject to call of the Chair). 








FARMER-DEBTOR RELIEF 
(Bankruptey) 


TUESDAY, JULY 17, 1951 


Unrrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON THE J UDICIARY 
Washington, D.C. 

The subcommittee met at 10:30 a. m., pursuant to call, in room 424, 
Senate Office Building, Hon. Warren G. Magnuson, chairman of the 
subcommittee, presiding. 

Present: Senators Magnuson and Kefauver. 

Also present: Representatives John Phillips, of California, and 
Leroy Johnson, of California. 

Present also: Oliver Eastland, of the professional staff. 

Senator Magnuson. The committee will come to order. 

Senator Kefauver will be here in just a few moments. 

This is a continuation of hearings on S. 25, the original bill, and 
also the amended bill in the nature of a substitute, to amend that act 
to establish a bankruptcy system for farmer-debtor relief. 

On June 19 we had a hearing. At that time, insofar as we could 
ascertain, there were only three organizations that wanted to testify. 
It may have been the fault of the chairman of the committee in not 
attempting to notify other groups on the matter, but I want to assure 
everyone here there was no intention to close the hearings. 

We held a hearing on that bill to hear those who had expressed an 
intention to testify. They included the National Farm Loan Associ- 
ation of California, Nevada, Arizona, and Utah, and the Equitable 
Life Assurance Society of the United States, for the life-insurance 
people, and the American Bankers Association. 

We will be glad to hear now from the other witnesses that have 
expressed a desire to have something to say on this matter. 

We have here with us two members from the House of Representa- 
tives, who have expressed some desire to testify. 

First we will hear from Congressman Phillips, of California. 

We will be glad to hear from you on this matter, Congressman. 


STATEMENT OF HON. JOHN PHILLIPS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Representative Patties. Thank you very much, Mr. Chairman. 

Mr. Chairman and members of the committee, for the record, my 
name is John Phillips. I represent the Twenty-second District of 
California. 

What I say is from experience. I was for 314 years the chairman 
of the California Farm Debt Adjustment Commission during the 


51 








52 FARMER-DEBTOR RELIEF 


worst days of the depression and the worst days of farm foreclosure. 

The desire of the commission consistently was to make it possible 
for the farmer to stay on his farm and to pay off his own debts, and 
the effort of the commission was directed to that end. 

Senator Magnuson. Was that a State commission ? 

Representative Prous, That was a State commission working 
with the Federal agencies involved. And, as you know, it had Federal 
support and the Federal Government was kind enough to say that we 
did an extremely good job. 

At first there was considerable—shall I say—hesitation on the part 
of the lending agencies regarding the work of the commission, be- 

cause they more or less took for granted that the commission would 
support the farmer as opposed to the lending agencies. 

We did not do that. We took each case individually, examined it 

carefully, and by the time a year had gone by we had the support 
of the banking agencies just as strongly as of the farm agencies. 

We did not have to use many times, did not have to recommend very 
many times, what was then called the Frazier-Lemke Act. 

Since I have been here, I have been a supporter of the idea of plac- 
ing upon the books something in the nature of the Frazier-Lemke 
Act, that is, a farm bankruptcy act, and I believe it should be done 
as your committee is now discussing it. It should be done at a time 
when the emergency is not here, so that we can discuss it clearly and 
easily and decide just what should be done. 

Senator Magnuson. I might say, Congressman Phillips, that the 
testimony of the other witnesses and insofar as I can ascertain from 
communications and interest in this matter is that they are all in 
complete agreement with your general statement that we ought to now 
discuss it while there is no emergency about it, to do now what we 
know we would have to do in case of an emergency. 

Representative Puriis. Under pressure. 

Senator Maanuson. We can do it now more dispassionately. 

The emphasis of the witnesses was more to certain amendments of 
the bill rather than the general idea which you have suggested. 

Representative Puiuirs. Thank you. 

[ agree. I think we should do it when we are not under pressure. 

I also think, Mr. Chairman, that we face the possibility that we 
may need such a bill even sooner than we realize. 

If we do have a depression incident to the ending of the war in 
Korea, we could face a mild set-back and some farm foreclosures, 

I am in favor of S. 25, especially as you are now considering it, as 
amended. 

There have been only four major arguments over the bills in all 
the years of my experience in discussing them. I will take those 
brie ity one by one. 

The first is the question of a referee. Who shall be the referee in 
this case? Who should be the conciliator in the farm-debt adjust- 
ments‘ Is it necessary that this person be a lawyer ? 

You will be asked by all the attorneys and the organizations repre- 
senting referees in bankrupte; y to state in the bill that it must be an 
attorney. The practical answer is that about 80 percent of the referees 
will be attorneys. They are the best fitted for it in almost all instances 
and they naturally offer themselves as the logical people for the court 
to appoint. 
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But if you confine it to attorneys, you lose the services of some of the 
most able men who served during the last depression. 

In many communities familiar to you there are retired bankers, 
there are retired farmers, or merchants, who have been successful 
enough to retire. ‘They have time on their hands. They have ability. 

In California, I think many of our most successful results were ob- 
tained in the areas, usually counties, which have been placed under 
the supervision of a retired banker, farmer, merchant ; not necessarily 
a lawyer 

My recommendation would be—and I would hope you would con- 
sider it in this committee—that you say that if the court so chooses 
the court may select a person in the county who is not necessarily a 
lawyer. 

Senator Maanuson. I think we leave the matter open. 

Representative Puituirs. The copy I read said that the referee had 
to be an attorney. 

Senator Magnuson. T[s that in the substitute / 

Representative Puiniirs. You see, a referee in bankruptcy in busi- 
ness is not quite the same as a bankruptcy re - ‘ree on a farm. A busi- 
nessman who goes bankrupt closes the door on his factory and walks 
home. A farmer who goes bankrupt has ever oii involved, 

Senator Magnuson. Would your recommendation in this case be 
that language similar to this be put in the bill: that within the juris- 
diction of the court, the referee need not be an attorney at law ¢ 

Representative Puitiies. That is correct. I would leave it to the 
court. 

Senator Magnuson. I think there is a great deal of merit in that 
because where these things happen, it is very often in isolated areas, 
farm areas, in which the ratio of attorneys to the general population 
is not as great as it might be in congested or urban areas, or around 
urban areas where bankruptcy is not prevalent. 

Representative Puiniips. Senator, what are you going to get prac- 
tically in many instances is a young attorney who has not the ex (peri- 
ence or the background to do the job which an older attorney, a more 
experienced attorney, or older banker or retired merchant usually 
can do, 

The second point at issue is the question of the rental, whether or 
not the farmer in the process of bankruptcy should be required to 
pay what amounts toa rental for the use of his farm. 

I can reduce my argument on that point, which would have been 
very lengthy under the original bill, to a statement that 1 believe 
the provisions of the amended S. 25 are satisfactory. 

Senator Magnuson. I am not sure about the first Frazier-Lemke 
act, but under the second one they use the term “rental”. In S. 25 
we use a discretionary plan of what we call installments. 

Representative Puitiips. That is correct. 

That is under the supervision of the court and the referee. Then 
a sufficient income can be derived from the farm to pay the necessary 
expenses and to begin to pay off the creditors and to set up some 
obligation on the part of the farmer to pay against the consideration 
he is getting. 

Senator Magnuson. And he may set that installment either semi- 
annually or annually. 

Representative Puitiirs. That is correct. 
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The third argument and at one time greater argument, was over 
the question of a second appraisal. You do not have it here. You 
have something which I think is better in the length of the mora- 
torium, about which I shall speak in a minute. 

The second appraisal was never fully understood. 

Under the original Frazier-Lemke Act, which was passed in an 
emergency, and quickly, you had a case where a farmer was about 
to lose his farm and somebody else would have stepped in and bought 
that farm at a distress value. 

So the Frazier-Lemke Act said that the farmer could buy it at that 
same value. 

What I want to point out is that if he goes on that farm, bought 
the cheaper value, at the distress value, and improves that farm, 1m- 
proves the land, puts fertilizer on it, plants his new trees, whatever 
he has to do, he himself has increased the value of the farm. 

There was always the argument whether then you should reappraise 
his farm on the basis of what he has done to it, and make him pay a 
higher value for the farm because of his own effort. 

I think that is pretty satisfactorily met, Senator, in S. 25. 

Senator Magnuson. In other words, under the provisions of the 
substitute, if there was a second appraisal they could then take into 
consideration all of the improvements or what has been done. 

Representative PHitiirs. Yes. 

But there really is not in effect a definite second appraisal. The 
court has the right to determine values. 

Senator Magnuson. No; there is sort of a vague provision that 
within 2 years you may come in and sort of take another look at the 
whole situation to see what it looks like. 

Representative Putuirs, That is right. 

Those of us who have gone through this in the field would, I think, 
have objected strenuously to a definite second appraisal, but we would 
raise no objection to the attempt which is made to a fair consideration 
of both parties in S. 25, as amended. 

Senator Magnuson. Within 2 years. 

Representative Puimxies. Yes, within 2 years. 

Now, I come to the last item, and this amuses me very much. 

I understand the banking group, some of whom may be here today, 
are very earnestly suggesting a definite limitation on the moratorium, 
a 5-year term, or something like that. 

Senator Maanuson. That is correct. 

Representative Puitires. I want to say, Mr. Chairman, that from 
the farmers’ standpoint that would not be too bad. But the bankers 
are the last people in the world who should want it. The reason is— 
and I have been all through this in the California Legislature and 
elsewhere—that when you set a definite limit that becomes the mini- 
mum. Also when you set the moratorium at 2 years, as we did in 
California at the beginning of the depression, when the end of that 
period comes, shortly before the end of that period, whether it is 2 
years or 4 years or 5 years, the pressure is on the legislative group to 
reenact the moratorium, and the pressure is so great that you cannot 
resist it. 

You cannot say to farmers who are about to lose their farms be- 
cause the moratorium is about to die that, “Well, it is in the law and 
and the law says it is going to end in 5 years, and therefore it will end.” 
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Mr. Chairman, it does not end. The moratorium never ends when 
you want it to end, if there is a definite limit on the moratorium. 

The best part of this bill is that it says the moratorium shall last 
only while an emergency exists. That is one of the strongest features 
in this bill, and I hope that this committee will not listen to the 
creditor agencies in this instance, who, to their own disadvantage, 
would try to set a definite figure for the moratorium. 

That would mean you would have a moratorium for 5 years, then 
a renewal if it is not finished in the 5-year time. If the emergency 
were Over in 3 years, the moratorium would probably still run on to 
5 years. 

I have gone all through that and I have seen these moratoriums on 
all kinds of debt continued time after time because it was a definite 
cut-off set in the legislation. The pressure was too great to withstand. 

Mr. Chairman, I have a couple of minor details. In section 916 
you suggest that the bankruptcy proceedings may be transferred from 
one court to another. Your intent, I think, is to protect the farmer. 
Practical experience has shown that that is not particularly to the 
advantage of the farmer, that the lending agencies have the greater 
influence. 

And in many instances, without giving expression to anything which 
might seem to bring any particular agency into the picture, the case 
has more often been eotamelorvedl to a court which is more favorable to 
the creditor agency than it has been transferred to a court which is 
favorable to the farmer. It ought to be completely disinterested. 

Senator Magnuson. Yes. That provision was intended to have 
flexibility in court proceedings, but 1t could work both ways. 

Representative Pures. That is right. In practical experience 
the flexibility has been largely in one directidn. 

Representative Jounson. Mr. Chairman, may I interrupt? 

Senator Magnuson. Yes. 

Representative Jonmnson. It is also possible that in one court where 
a petition is filed the docket is so full that it would be well to transfer 
it to another. 

Representative Puitires. That is right. 

In section 935, why do you limit the number of unsecured creditors 
who have to be listed in the notice of the meeting of the creditors? 

It seems to me that some of the smaller unsecured creditors are 
often those who cause trouble, and since the farmer likely has a lot of 
bills for feed and minor items in his local stores, it seems to me that 
if you get them all in—which has been my experience—that a compo- 
sition can be worked out among all the creditors. I just see no reason 
to limit it to 10. 

Senator Magnuson. That was for the sake of expediency. That is 
only on the notice of the meeting to accompany the petition. 

Representative Prius. That is correct. 

Senator Magnuson. That may be, say 50 unsecured creditors. We 
thought in order to get the matter up it might be a little impractical 
to get all 50 of them, but if you had 10 you would know the other 40 
are protected in the proceedings. 

Representative Puiutes. It is not important, except that our ob- 
servation in practice was that it was often the smaller creditors who 
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were insisting upon payment and could be drawn into a composition 
if they were given recognition. 

Senator Magnuson. There is no limitation. You can list 40 or 50, 
if you want to. But if you do have 10, that is sufficient. 

That was the only purpose of it. 

Representative Pun. ties. I thank you very much. 

We go into session at 11, and I have to be there because a subcom- 
mittee ‘report is being filed. 

I thank you for your courtesy. 

Senator Magnuson. We appreciate your suggestions. 

We also have with us Congressman Leroy Johnson. 

We will be glad to hear from you on this matter, Congressman. 


STATEMENT OF HON. LEROY JOHNSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Representative Jounson. Mr. Chairman, I also appreciate the fact 
that you are giving me this opportunity to talk first on this bill. 

I would like to have it appear in the record that your clerk was 
unusually nice to me in arranging my time and taking care of me 
in other ways 

My interest in this matter comes from the fact that I have a ver 
intimate friend who is on the Board of Directors of the Land Ban 
in Berkeley, Calif. 

I might state to the chairman that, as a lawyer in Stockton, Calif., 
I did have a limited experience with Frazier-Lemke proceedings, al- 
though a very limited one. 

Also, for one term I was a referee in bankruptcy in that area. 

Senator Magnuson. You ought to be qualified for some technical 
suggestions. 

Representative Jounson. I do not have any technical suggestions. 
I have forgotten «ll I knew about bankruptcy many years ago. 

I might say that I have an identical bill with the ‘amended bill of 
Senator McCarran, that I introduced at the request of the gentleman 
I referred to, who is a man that operates a large ranch near Lodi, Calif. 
His name is L. K. Marshall. 

What I want to present about the bill is the statement that the 
directors of that bank made before the Senator amended his bill, per- 
taining to the legislation which they suggested. I will read their 
statement: 

The bill, as amended, is now legislation which representatives of 13,000 farmers 
in California, Nevada, Arizona, and Utah have agreed upon. If enacted as a 
permanent part of the Bankruptcy Act, such legislation would appear to be fair 
and equitable to both debtor and creditor, as well as expedient and economical. 
It is predicated on the simple premise that a moratorium that will serve its 
purpose must not terminate until the emergency has ended, and that with such 
an adequate moratorium, to be followed by a reamortization of the secured debts, 
there is no reason for making the amount of the secured debts dependent upon 
the fluctuations of farm values and the opinions of local appraisers as to what 
the values may be. 

In other words, this group, which represents 13,000 farmers in 
California, who are both loaners and borrowers, agree with Mr. Phil- 
lips, who has had much more experience in this than I have. 
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They continue: 


The directors of the 52 of the 54 national farm-loan associations which own all 
of the stock of the cooperative Federal Land Bank of Berkeley (two associations 
are inactive) have unanimously endorsed the principles embodied in the bill. 
These directors are in the unique dual role of both borrowers and lenders— 
borrowers as farmers having Federal land-bank loans on their own properties 
and lenders in that their cooperative farm-loan associations, the operations of 
which they direct, endorse and guarantee the loans made by the bank, 

I differ with my friend, Mr. Phillips, on the matter of conciliators 
and referees. I think it would be far better to have a referee who is a 
lawyer, because the problem is a law problem. 

My limited experience in these concilation matters is that they got 
you into endless trouble because the conciliator did not understand the 
law and he would say, “I just want to apply principles of common 
sense.” 

After all, the common sense about the matter is what the law 
contains. 

It is true that a conciliator has to have common sense and good 
judgment to guide the proceedings, but from what I know about the 
referees we have in our country, for instance, the one in my home town, 
they are experienced lawyers and they have had vast experience in 
handling these very identical problems of how to salvage something 
out of a bankrupt estate. 

As Mr. Phillips pointed out, the problem of a commercial insolvency 
s a little different than the problem of a farm insolvency. It is quite 
different. 

sut yet the fundamental ideas of how it shall be solved are very 
much similar. 

I think the present provision of the law—which was not drafted by 
me; I just took and copied the Senator’s amended act, as suggested to 
me by a very close friend and a very able man—is a good one. I hope it 
remains in the law because it will make for better administration and 
more expeditious handling of these matters. 

That is about al] I have to say, and I have something which I would 
like to present for the record, if the chairman will permit me to do so. 

Senator Magnuson. Would you like to put that entire statement 
into the record ¢ 

Representative Jounson. I have read part of it, and I would like to 
attach an outline that was made by the Land Bank of Berkeley as to 
their idea of what should be in the bill. It is largely what the entire 
statement is comprised of. 

Senator Magnuson. It is the chairman’s understanding that the 
amended act more or less was so amended to follow out the suggestions 
made by the groups in the area you mentioned. 

Representative Jounson. That is correct. It has every one, but I 
would like to have these go in the record. 

These were made before the amendment of the bill. 

As I interpret it, the author of the bill, who is a former supreme 
court judge of Nevada and an able lawyer, adopted their suggestions 
and incorporated them into his substitute bill. That is the bill I also 
filed on the other side of the Congress. 

Senator Magnuson. Thank you, Congressman. We appreciate your 
coming before us, and we will put that material in the record. 
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(The material referred to is as follows :) 


OUTLINE FOR FARMER-DEBTOR BANKRUPTCY LEGISLATION 


(Prepared at the request of the directors of 52 cooperative national farm loan 
associations in California, Nevada, Arizona, and Utah) 


Cooperative organizations such as national farm loan associations which are 
owned and controlled by farmers recognize that there will be emergencies which 
will require relief that may well be provided in a permanent amendment to the 
National Bankruptcy Act. However, any such legislation should have definite 
objectives, namely : 

I. It should be fair and equitable to creditors as well as to debtors ; otherwise 
it will have a tendency to dry up agricultural credit and will thereby become a 
detriment rather than a benefit to farmers. 

II. It should provide for a minimum of hearings so that it could be admin- 
istered expeditiously and economically. 

III. It should be administered by a referee in bankruptcy. 

IV. It should be flexible and not provide the same remedy for every distressed 
farmer regardless of the cause of his ‘distress. Therefore— 

A. The relief should be based upon the cause of the particular farmer's 
distress. 

B. The relief should be geared to each individual farmer's needs. 

Legislation somewhat as outlined in the following would be flexible, could be 
administered expeditiously and economically, and would afford deserving farm- 
ers a moratorium until the emergency ceased, with an opportunity thereafter 
to reschedule payment of his debts on terms he should be able to meet or to pro- 
cure the benefits of the general bankruptcy laws: 

I. Petition to be filed with referee, 

II. Prompt hearing on petition. Approval if no objections made. 

III. Right to examine debtor for purpose of determining cause of distress. 

IV. Classification of causes: 

A. Causes not within the debtor's control, such as— 

1. A national emergency as a result of which farmers in general could not 
operate profitably. 

2. Local emergency, such as drought, freeze, flood, hail, or other cause 
beyond debtor's control, resulting in the loss of or damage to crops and 
plantings, or either. 

B. Causes within the debtor's control, such as: 

1. Bad personal habits 

2. Failure to attend to business. 

3. Diversion of farm income to other than payment of debts. 

4. Extravagant operation. 

5. Lack of farming ability. 

V. Determination of cause by referee, and order granting relief provided in 
amendment. 

VI. Relief where cause is not within debtor's control: 

A. Indefinite moratorium for duration of emergency, subject to further hear- 
ings not oftener than once in 2 years on petition of secured creditor for determina- 
tion as to whether emergency has ceased. Secured creditors to have right of 
review of question as to existence of emergency if any order is made which would 
result in a moratorium of more than 4 years from date of first order. 

B. During moratorium, debtor required to pay a reasonable rental. 

C. Within 60 days after termination of moratorium, debtor to notify referee 
of his choice between (@) an eXtension of full secured indebtedness amortized 
over a term of years to be determined by the referee on the basis of the earning 
power of the farm, but not exceeding the greater of 10 years or the original term 
of years, payable in equal quarterly, semiannual, or annual installments of prin- 
cipal, plus interest at contract rate or 6 percent per annum, whichever is the 
lesser, and (6) an adjudication and discharge as a voluntary bankrupt. 

VII. Causes of distress within debtor's control: 

A. Dismissal of proceedings, or 

B. Adjudication and discharge as a voluntary bankrupt. 


Senator Magnuson. I will also state that we will leave the record 
open for anything you or Congressman Phillips might want to present 
for the record. : 
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Representative Jounson. Thank you very much. I appreciate that. 
Senator Magnuson. Next we have the National Grange. 

Is Mr. Sanders here? 

We will be glad to hear from you, Mr. Sanders. 


STATEMENT OF J. T. SANDERS, LEGISLATIVE COUNSEL, THE 
NATIONAL GRANGE 


Mr. Sanvers. Mr. Chairman, my name is J. T. Sanders, legisla- 
tive counsel of the National Grange. I represent the Grange at this 
hearing. 

Mr. Chairman, my testimony will be, I am sure, very unsatisfactory. 

Senator Maanuson. It might be satisfactory; you cannot tell. 

Mr. Sanpers. I feel that it will be very unsatisfactory because it 
is very unsatisfactory to me and to our organization. 

We have given careful study to this bill, but are not in a position 
to express our opinion as to whether it will adequately take care of the 
situation. We feel that the urgency of this legislation probably is not 
as great as some others might feel. We know that such legislation 
is very important when we get to a position where agriculture is 
seriously depressed. 

But we believe, we hope, that there will be adequate time to give 
more consideration to this bill than probably could be given at this 
time. 

If this committee recommends favorably on the bill and the House 
takes the bill up, we trust that we will have more time to study the 
measure and will be able to testify more satisfactorily on it. 

There are two places where we have some doubts as to whether it is 
adequate. Qne is in view of dealing with tenants. 

Senator Magnuson. By that do you mean tenant farmers? 

Mr. Sanvers. That is right; tenant farmers. 

Present indebtedness indicates that the short-time indebtedness of 
farmers is even greater than their mortgage indebtedness, and that 
means that a lot of tenant farmers undoubtedly will have gone into 
debt for their equipment. 

Quite often a tenant farmer, rather than to run a small-scale owner- 
operated farm, prefers to rent land and put all of his ready cash into 
equipment, in these days when modern machinery is so important to 
operating a successful farm. 

We feel that the bill probably may be defective in that it does not 
take care of tenant bankruptcy. 

Senator Magnuson. In other words, the problem of the tenant- 
farmer’s credit might well be considered also in this type of 
legislation. 

Mr. Sanvers. We think that is possibly the case, although we are not 
ready to say yes at the present time. 

Then we also think that the matter of moratorium may not ade- 
quately take care of a real depression similar to the one we had in the 
early thirties, especially if it were not followed 8 or 10 years later by 
a war that bailed us out of our low land values and brought mortgages 
back into a position where they could be taken care of by the operators. 

In all probability, this bill has a great deal of merit to it for periods 
of depression when we are likely to come out of the depression in a 
short while. 
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Of course, we are not trying to predict that we will get into a de- 
pression that will last for a long time, but if we should get into such a 
depression, agriculture could be greatly injured when both the lender 
and the borrower do not have enough value in the place to meet their 
equity. 

So we feel that we just cannot testify adequately on the bill at the 
present time, and we are very sorry that we are in that position. 

Senator Magnuson. I appreciate that position. I might say, as I 
told you informally over the telephone, that we started the heari ings on 
this matter only because we appreciate this is a long, t technical, in- 
volved bill. 

There is no emergency at present and we want to get started on it 
because it has a long road to go. We wanted to start getting some of 
the testimony out of the way. 

I can assure you that we are not going to bring it up immediately. 

But I do hope that your organization, which has such a vital interest 
in this matter, a direct interest on behalf of the farmers you repre- 
sent, and particularly in my State, where the big organization there 
is the Grange, and in many other States, along with others, that you 
would set yourselves to looking at it, giving us some suggestions. 

[ am sure I speak for the chairman when I say that there is no pride 
of authorship in this bill. We are all attempting to do what Congress- 
man Phillips just testified : getting something on the books now so that 
we will not be under pressure to do it when something occurs that will 
necessitate such action. 

It may be that there should be a lot of amendments. This matter of 
tenant farmers’ credit should perhaps be given consideration. I can 
see a lot of problems there. 

There is also the question of short-term credit. 

Then we have, of course, the very difficult problem of not going too 
far, either, because we do not want to dry up farm credit or have 
ten: ants’ credit dry up. 

Mr. Sanvers. That is the reason why we hesitate. 

Senator Maanuson. Yes. It is a very ticklish problem. 

I do hope you will take a look at it and give us some suggestions as 
soon as you can. 

Mr. Sanpers. I shall certainly do that, Mr. Chairman. 

I might, in further explanation of why we are not ready to testify 
on this bill fully, say this: 

You may possibly know that our former master was really a man 
that knew rural credit, agricultural credit, from inside out, because, 
as you know, he was first president of the Spokane land bank. 

Senator Magnuson. I knew him very w ae 

Mr. Sanvers. Then later he was agricultural credit commissioner, 
one of the commissioners. So he took a deep interest in this. 

Because of that, I am not prepared very much. Because of his 
superior knowledge in this field and his experience, I did not try to 
inform myself on credit very much. : 

Our new credit master, Mr. Newsome, is not as expert as our former 
master was. So we are a little short at the present time on our knowl- 

edge and our background for judging this bill without a considerable 
amount of study. 


We do want to give that study and we certainly shall. 
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If the committee wishes to later hear us, and can do so, we will 
try to prepare ourselves adequately to testify on the bill. ' 

Senator Magnuson. Like yourself, I would like nothing better than 
to have the opinion of Mr. Goss on this matter. I only suggest that 
because we do have a long way to go on this bill, and we do want to do 
anything that we can, that you give us the benefit of your opinion as 
soon as you possibly can. 

Mr. Sanpers. I think the committee is doing a wise thing in start- 
ing hearings on this subject, because, as you say, it is a long course, 
and it is complex. I am sure that there will be great benefit derived 
from hearing those that are prepared to testify on the bill at the 
present time. 

I am sorry to be so unsatisfactory in my reactions. 

Senator Magnuson. Thank you, Mr. Sanders. 

Is the American Farm Bureau Federation represented here? 


STATEMENT OF HUGH F. HALL, REPRESENTING THE AMERICAN 
FARM BUREAU FEDERATION 


Mr. Hau. Yes. 

We are not prepared to make any statement. 

Senator Magnuson. Are you in about the same position as the 
Grange ¢ 

Mr. Hau. Yes, I suspect that we are. 

Senator Macnuson. Will you state your name for the record, 
please ¢ 

Mr. Haty. My name is Hugh F. Hall. 

Senator Magnuson. And you are representing the American Farm 
Bureau Federation; is that correct ? 

Mr. Hai. That is right. 

I did not realize that any request had been made, however. We 
have been in this situation as the Grange has suggested. I did not 
make any request. 

Senator Magnuson. That was the purpose of the committee, of 
course, because, as I say, we want to get the opinions of all farm 
organizations on this very vital matter. We wanted them all to come 
up here and give us the benefit of those opinions. 

I appreciate that this is a long, involved, technical bill, and it may 
take some time. But I hope you will do what I suggested to Mr. 
Sanders: Set yourself to the task as soon as possible so that we might 
get. the benefit of your opinion, the opinion of the federation. 

Is the National Farmers Union represented here / 

We will be glad to hear from you, sir. 


STATEMENT OF ANGUS McDONALD, ASSISTANT LEGISLATIVE 
REPRESENTATIVE, NATIONAL FARMERS UNION 


Mr. McDonatp. Mr, Chairman and members of the committee, my 
name is Angus McDonald, I am assistant legislative representative 
of the National Farmers Union. 

I, like Mr. Sanders, feel that my testimony will be both unsatisfac- 
tory to the committee and to myself. 
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We find ourselves in somewhat a similar position. We have not 
had the opportunity, nor the time to study the matter and to consult 
with competent authorities. 

A cursory reading of the substitute bill, however, seems to indicate 
that we can at this point tentatively register a few objections. I 
went through both the original S. 25 and S. 25 as amended by the 
substitute. It would appear that the new bill, or the substitute, con- 
tains certain objections which the old one did not have. 

I am referring to the omission of the provision in regard to appraisal 
of the property. It is my understanding that there is a House bill, 
which I have not had the opportunity to study, which provides not 
only for a first appraisal, but opportunity for a et 

It would appear to me that the second appraisal might be fair. Cer- 
tainly, we are in favor of the first. 

Senator Maenvson. Both bills, of course, obviously must contain 
a first appraisal of the property in order to arrive at any formula of 
installments or rental, or uatate it may be. 

Mr. McDonatp. As I said, Senator, I may have misread the bill, but 
it seemed to me in the old bill that the provision regarding appraisal 
and the plan of carrying out the moratorium set forth very clearly 
here on page 23—this is the old bill—in which the rights of creditors 
could be modified or changed in any way. 

Now, we all know, of course, that bankruptcy is often the result of 
a farmer buying unwisely during a period of inflation, such as the ene 
we have experienced during the Jast few years. We feel that a loan is 
a dual responsibility. It is the responsibility of the person loaning the 
money and the person who agrees to pay that money back. 

Now, unless I misread this measure, the farmer would have to pay 
back the entire sum as agreed on. 

Senator Magnuson. The entire sum as modified by the hearing and 
the appraisals and the pro rata sums which the referee may determine. 

Mr. McDonatp. Then if this bill provides for a scaling down, then 
I withdraw that objection to it. 

Senator Magnuson. It is a technical matter. As you pointed out, 
sometimes these financial difficulties are caused by a farmer, say, buy- 
ing too much at a time when he is prosperous and then finding the 
burden too heavy when prices drop, or conditions change. 

But the substitute, of course, places a great deal of bearing upon 
conditions beyond his control; in other words, not his prior deviation 
in buying too much, but when he finds himself too loaded, then condi- 
tions beyond his control may be the cause of the difficulty. 

Your suggestion is that in whatever bill we pass, there should be 
definite conditions of scaling down the over-all indebtedness in the 
pro rated payments to the creditors; is that correct ? 

Mr. McDona.p. Yes, sir. 

Now, I come to the second objection, and I want to emphasize that 
this is a tentative objection. 

From the first reading of the bill, it appears that the determination 
of conditions beyond the control might be arrived at in an unfair 
manner, at a meeting of the creditors in the court. 

I believe the language is “immediately upon adjournment of the 
meeting.” 
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Senator Magnuson. It surely would be subject to a great deal of 
testimony as to what is beyond the farmer’s control and what is not. 
It would be quite a moot question, I would think. 

Mr. McDonaxp. I happen to have grown up in a farming com- 
munity and went through not only the depression of the thirties, but 
the depression of 1921. With us in eastern Oklahoma, in the cotton 
section, the depression started in that year and it did not end until 
World War IT. 

Senator Magnuson. Having that experience, you would naturally 
be opposed to any limitation. 

Mr. McDonaxp. I have seen at first hand the subjective interpreta- 
tion of creditors toward someone who had had hard foe I feel those 
matters should be left to the discretion of the court or the referee 
as to whether this individual was so utterly irresponsible or, as it says 
here, because of bad personal habits and other things. That should 
be removed from the judgment of the creditors entirely. 

I think the court perhaps should be instructed to investigate for a 
period of time the character of the individual in the community ; 
something of that nature. 

This is all tentative. I am just thinking out loud. 

But it did occur to me in reading this that it was, I must say, a 
banker’s bill, a bill which was very harsh on the farmer who might 
have had hard luck and lost his farm. 

Senator Magnuson. Of course, I would not call it a banker’s bill. 
I think it is an attempt to relieve the farmers over and beyond what 
remedies they have now. 

I am sure I speak for the introducers of the bill when I say that 
the motive of the bill is to loosen up the penalty of farmers who find 
themselves in that financial condition, which is better than it is now. 

Mr. McDonatp. Yes, sir. I am sure it is the motive of the framers. 

Senator Magnuson. The original bill went further toward that 
relief than the substitute, which “has embodied some of the suggestions 
made by not only the lenders in the particular case but the coopera- 
tives, who are in the nature of both lenders and borrowers. 

I can assure you that if we are going to have any bankers’ bill here 
it would be just in the reverse. ‘This is an attempt to loosen it up. 

Senator Keravuver. Mr. Chairman, how does this bill differ from 
the Frazier-Lemke bill ? 

Senator Magnuson. It is different from the Frazier-Lemke bill. 

Senator Kerauver. But it is the same idea, is it? 

Senator Magnuson. The same idea. 

It is an attempt to reenact some procedure for a debtor farmer which 
would allow him relief in time of emergency that does not now exist 
under the statute. 

That is the basic intent of the bill. 

Of course, the Frazier-Lemke bill expired in March 1949, the second 
one. The first one was declared unconstitutional. 

As I told the other witnesses, I have been informed by the authors 
of this bill that there is no pride of authorship in it. 

What we are trying to do is to get a lot of suggestions from the 

various interested organizations to achie “ve that basic purpose. 

Almost everyone agrees that we should have something like this on 
the statute books, and most of the discussion has been toward amend- 
ments and provisions of the bill, rather than the basic intent. 
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Senator Kerauver. It seems to me that this is something that farm 
organizations and farmers ought to be very much interested in. 

We have, of course, provision for the settlement of claims against 
workmen, industrial workers, and others, where they make a composi- 
tion of claims against them. 

Where a farmer does find himself in a bad situation and does not 
want to go through the normal bankruptcy procedure, he could have 
his farm valued and work out some method of refinancing it on some 
reevaluation. 

It would seem to me that farm organizations would be very much 
interested in that effort. 

Senator Magnuson. I hope they will take an interest, because I do 
think it is very wise and very desirable to have on the statute books— 
and I think you will agree with me, Mr. McDonald—some method 
whereby the farmer in times of emergency can have a procedure that 
will soften up the liability and do away with any mortgage fore- 
closures where things are not only beyond his control but where a 
depression may cause similar situations to what occurred in the 
thirties. 

As I say, again, the purpose of this bill is to reenact the basic in- 
tent of the Frazier-Lemke Act back on the statute books, with some 
modifications. 

Do you have any further statement, Mr. McDonald? 

Mr. McDonatp. I have one minor comment, just for a minute. 

I agree with Mr. Sanders in his comment on the tenant provision. 
It appears to me that the provision requiring the 60 percent over a 
period of 10 years is too high for that. length of time. 

That is all, Mr. Chairman, and I regret I have not been able to come 
here and give you something constructive. 

Senator Magnuson. I appreciate that. 

I think the suggestion regarding the question of tenant-farmer 
financing is very important because in those cases you have not mort- 
gages so much as short-term loans. 

Mr. McDonatp. Yes, sir. 

Senator Magnuson. They may become very complicated. 

Mr. Eastianp. Senator, I would like to get one point here. 

Senator Magnuson. Yes. Go ahead, Mr. Eastland. 

Mr. Easrianp. Do I understand the witness to say that the creditors 
would make determination as to the causes of failures; for causes 
beyond the farmer’s control ? 

Mr. McDonaxp. I think it might be helpful, in answer to that ques- 
tion, if I can find the page in the bill. 

Senator Magnuson. It is on page 14, section 938. 

Mr. McDonap. The objection, Mr. Eastland, was that it appeared 
that the creditors would meet and immediately the court would de- 
termine—and I suggested that the court should consult others besides 
the creditors—as to whether or not it was the farmer’s fault that he 
was facing bankruptcy. 

Senator Magnuson. I suspect that, under the circumstances, the 
court would not have to determine it immediately. 

Mr. McDonaxp. That istrue. It is his discretion. 

Senator Magnuson. The creditors would not determine it. I sup- 
pose he would hear from the creditors on the points set up in section 
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938, but then that would only be in the nature of testimony, and would 
not necessarily be controlling upon the court’s decision. 

Mr. Eastianp. That is the point I wanted to stress. 

Mr. McDona.p. I don’t want to belabor this, but it does say here 
that, “At such meeting of the creditors.” 

Senator Magnuson. The court shall determine. 

Mr. McDonatp. “Or at any adjournment thereof.” 

Senator Magnuson. Yes. 

Mr. McDonaup. It seems to me the court is instructed here to deter- 
mine either at the meeting where the creditors are present, or im- 
mediately on adjournment. It seems explicit. 

Senator MaGnuson. He can continue the meeting until any time 
he wants to. The meeting would not necessarily adjourn until he was 
ready to make a determination. 

He could say, “Come back next week; I want to look into this mat- 
ter,” or “This hearing will be continued for 3 weeks.” 

The language “adjournment thereof” means when he comes to a 
final determination and therefore adjourns the meeting. ‘The meet- 
ing would be a continued meeting, if necessary. 

Of course, the court could determine it immediately, but I do not 
think it is necessarily so that he would or had to. 

That is a good suggestion. We can look at that language. 

Thank you, Mr. McDonald. If you have anything further, may 
I suggest to you what I suggested to the other representatives, that 
you do set yourself to the t ‘ask of giving us further suggestions and 
arriving at some opinion on this matter. It would be very helpful 
to us. 

Mr. McDonarp. If we may, Mr. Chairman, if we had a little time, 
we could file perhaps with the committee, a formal statement and a 
more constructive statement. 

Senator Magnuson. We will see that you have plenty of time to 
tend to that matter. 

Mr. McDonatp. Yes, sir. Thank you. 

Senator Magnuson. The only other witness we have is Mr. Isleib, 
of the Department of Agriculture. 

We will be glad to hear from you, sir. 


STATEMENT OF J. R. ISLEIB, LAND BANK COMMISSIONER, FARM 
CREDIT ADMINISTRATION, DEPARTMENT OF AGRICULTURE 


Mr. Isters. Mr. Chairman, my name is J. R. Isleib. Iam the Land 
Bank Commissioner of the Farm Credit Administration. 

I understand that the committee wanted to hear the views of the 
Department of Agriculture with respect to this bill. 

I have a very brief statement, which I will read, if it is agreeable. 

Senator Macnuson. We will be glad to hear it. 

Mr. Isters. The bill, S. 25, amendment, in the nature of a sub- 
stitute, appears to be an improvement over other pending bills de- 
signed to provide relief to farmer debtors as a permanent part of the 
Bankruptcy Act. 

Cost and expenses of proceedings under the substitute S. 25 are kept 
at a minimum and the bill provides for a stay of foreclosure and simi- 


lar procedures, and for a period of additional time to work out the 
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farmer’s financial rehabilitation during periods of adverse conditions 
beyond his control. 

We believe, however, that we should point out to the committee that 
no provision is made in the bill for an adjustment, under judicial 
review, of the farmer’s indebtedness to secure creditors. 

Senator Macnuson. Right there, Mr. Isleib, since that is a point 
brought out informally by some previously witnesses, I would like to 
ask you a question. 

[ do not think anyone should be pinned down to a definite view since 
this is a technical matter, but there has been testimony and suggestions 
that should there be so-called adjustments, that you might “have a 
tendency to dry out farm credit. Do you have anything to say about 
that / 

Mr. Isters. I realize that that point is made, and it may have some 
merit. 

On the other hand, it may be that we have been going through a 
period when farm credit has been somewhat too liberal, and perhaps 
there should be some sobering influence. 

We see evidence again of lenders really in competition with one 
another to obtain loans, some evidence that they are even bidding for 
the amount they are willing to loan. 

Those things go by cycles. Traditionally, creditors are inclined to 
be too optimistic in good times and are just as likely to be too pessimistic 
in ae times. 

I don’t know to what extent some provision for a judicial review and 
adjustment of indebtedness would have the effect of curbing farm 
mortgage credit. I doubt if it would seriously impair the : availability 
of ¢ redit. 

Senator Magnuson. Thank you. 

Mr. Isue1. Legislation providing farmer debtor relief as a per- 
manent part of the Bankr ‘uptcy Act will, of course, affect many farmers 
and, if past experience is any criterion, deserving cases may be ex- 
pected to arise where the circumstances justify an adjustment of 
secured indebtedness under judicial supervision. 

For many years the Federal land banks have followed the policy of 
lending on the basis of normal agricultural or long-term values, and 
as a result their loans do not follow the sharp ups and downs of land 

values. 

The purpose of that policy is to avoid overlending in good times and 
underlending in bad times. 

Consequently, in periods of inflation, when the seeds of farm mort- 
gage distress are usually sown, their loans are relatively conservative 
because they are based on values considerably less than current market 
values. 

Their borrowers, as a consequnce, are in good position to carry their 
indebtedness through periods of less favorable prices and income 
should such periods develop. 

Furthermore, being cooperative in character, the Federal land banks 
have adopted policies whereby worthy borrowers are afforded various 
types of moratoria during periods of adversity insofar as maturing in- 
stallments on their loans are concerned. 

Senator Macnuson. Under the basic Federal Bank Act, you do have 
a certain flexibility, do you not, in the question of time ? 
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Mr. Istxis. We do have an opportunity to grant deferments, grant 
extensions. 

I might say that during the serious depression of the thirties, that 
in the majority of cases where the land banks at least were involved, 
the principal need of farmers was time. There are today liter ally 
thousands of farmers who own their farms free of indebtedness simply 
because the land banks were in a position to let them stay there and 
not press for payment of their indebtedness when they did not have 
the money to pay it. 

On the other hand, there were other cases, as I intend to point out 
here, where time was not an adequate answer for the farmer. 

Senator Magnuson. All right, will you proceed, Mr. Isleib. 

Mr. Isterm. Nevertheless, during the depression, there were cases 
where worthy Federal land bank borrowers found themselves unable 
to work out their financial difficulties because of the amount of their 
secured indebtedness. In some instances, the borrowers were able to 
obtain relief through the provisions of the so-called Frazier-Lemke 
Act. 

In a few other cases Federal land banks, after obtaining title to 
the farms, resold them to the former owners at the prevailing market 
prices, which were generally less than the amount of the indebtedness. 
It was in this manner that adjustments which appeared advisable 
and warranted in deserving cases were effected. 

Senator Magnuson. Do they have priority ? 

Mr. Istrin. No. That was done strictly as a policy. 

It demoristrates one of the policies that is involved here; that good 
farmers can make a mistake about land; that they can be mistaken 
about the quality of the farm they are buying and pay too much for it, 
while lenders can be mistaken about the amount they should lend. 

But even aside from those individual circumstances there are other 
situations which occur. Areas change. For instance, now, in many 
parts of the United States we are moving out of row crops and moving 
into grass. There have been other instances over the years when 
certain agricultural communities had produced certain crops, for 
instance, had enjoved a good market, and then they lost that market. 

Traditionally, when those things occur and the farmer finds him- 
self there in debt more than he can carry, he would have his land 
taken away from him and then it would be sold to somebody else. 
That is the old wring-out procedure. 

In many cases you do not succeed in getting a better farmer on the 
farm, you just succeed in getting another farmer. 

Senator Magnuson. He starts with less indebtedness and is more 
apt to make it. 

Mr. Isteis. That is right. 

So there is a certain element of economic waste there. 

And, too, you might wonder why don’t the debtors just get together 
with the farmer and agree to take less. 

That is an extremely difficult thing to administer by an institution 
for lending, especially a lender that is a quasi-public lender, like the 
Federal land bank. 

There is the tremendous weight of public opinion in periods of that. 
type that would force them into many, many cases of debt adjust- 
ment that would not be warranted in the light of pretty sensible, pretty 
sane, pretty careful analysis of the situation. 
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Senator Kerauver. May I ask this: What authority has the Federal 
land bank, or any other quasi-Government lender, to make com- 
promises, compositions, for farmers 4 

Mr. Isixm. It is very doubtful whether the land banks have any 
clean-cut authority to compromise their indebtedness. That is one 

reason why the provisions of the Frazier-Lemke Act, regardless of 
what you might think of the particular provisions and this other 
device of turning around and selling the land back to an honest, con- 
servative farmer—that is why those avenues were important to them, 
because there was really no other practical basis. 

Senator Macnuson. What if you find yourself where you cannot 
get blood out of a turnip? Then what do you do? To all practical 
intent, that is an adjustment, is it not ? 

Mr. Isterm. Even there, Senator, it was not possible during the 
depression for the land banks to effect adjustment with those debtors. 

Senator Macnuson. They had to get out of there what they could 
get out and then turn around and sell it for what they could get. 

Mr. Ister. In many cases; what they did was beg that fellow’s 
favor. There were hundreds and hundreds of cases where the farmers 
thought they were broke, thought they owed more than the land was 
worth, and wanted to leave and go somewhere else, especially out in 
the great plains area. 

The land banks succeeded in persuading hundreds of thousands of 
those fellows to stay there. They could not give them any financial 
inducement ; there could not be an adjustment in debt. 

Senator Macnuson. But they could put off the payment. 

Mr. Istxrs. Yes. 

Actually, what they did was to work out the type of moratorium 
whereby they would agree with the farmer: “Now, you stay here 
and try to work this thing out and we will string along with you. We 
will set up what amounts to a rental ar rangement. You agree to turn 
over to us a certain percentage of whatever you make, just as if you 
were renting a farm.” 

Senator Maenuson. That is just about what the purposes of the 
bill are. 

Mr. Isters. That is right. But it does not go that one step further. 

Senator Macnuson. It does not spell out the adjustments which 
you think should be in the act; is that right? 

Mr. Isxere. Yes, sir. 

Senator Magnuson. Will you proceed with your statement now, 
Mr. Isleib? 

Mr. Isterm. While these instances were relatively few, they are cited 
to emphasize the fact that even in the case of lenders who follow con- 
servative lending policies and collection practices designed to assist 
their borrowers in carrying their indebtedness, cases occur where some 
properly safeguarded basis for the adjustment of secured indebted- 
ness is advisable. 

Legislation for the purpose of providing relief to farmer debtors as 
a permanent part of the Bankruptcy Act necessarily would be broad 
in scope and would apply to all lenders. It, therefore, seems that 
such legislation should afford a deserving farmer an opportunity to 
find relief through an adjustment of his ‘secured indebtedness under 
judicial supervision and review where the circumstances warrant such 
action. 
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Senator Magnuson, It is my understanding that, as a general con- 
clusion, the Department and you personally, from your experience 
in farm credit, believe that in these times we should enact some kind 
of legislation that might be applicable to times of emergency of this 
general nature. 

Mr. Isuerp. Yes, sir. 

Senator Magnuson. And that you again are coming down and 
making suggestions for what you think would be improvement of the 
bill, mainly one very important point in the bill: the question of ad- 
justments. 

Mr. Isterm. Yes, sir. And our whole attitude of the Department is 
to render whatever constructive suggestions we can to the committee. 

Senator Magnuson. But you believe, from your experience, in the 
farm loan bank, the land bank, which is in the nature of, as you say, 
a quasi-public lending institution, that the question of adjustments 
becomes almost necessary in order to effect the basic intent of the bill; 
is that correct ? 

Mr. Isier. Yes, sir; and those relatively few cases where that is 
the only answer. 

Senator Magnuson. And that the court should have that discretion 
in making the adjustments. 

Mr. Istet. Yes, sir. 

Senator Magnuson. Do you have any questions, Senator? 

Senator Krravver. Just one or two, ‘Mr. Chairman. 

Mr. Isleib, what percentage in any typical year of farm loans, in 
number and amount, are made by private capital as compared with 
either Federal institutions outright, or quasi-Federal lending insti- 
tutions ? 

Mr. Istetp. If the recent 4 or 5 years could be said to be typical, 
they are making between 80 and 90 percent of the loans. 

Senator Kerauver. Do you mean that private lenders are making 
between 80 and 90 percent of the loans? 

Mr. Isters. Yes, sir. That would include individuals. 

Senator Kerauver. And insurance companies, banks ? 

Mr. Isters. Insurance companies, commercial banks. 

Senator Magnuson. Cooperatives ? 

Mr. Ister. No. I excluded them. I judge that the Senator did not 
care to have the Federal land banks, for instance, included in the 
figure you were reaching for. 

Senator Kerauver. I wanted Federal land banks included as quasi- 
institutions. 

Mr. Isters. The land banks are now privately owned. 

Senator Krravuver. I know they are privately owned, but they are at 
least in some respects quasi-Federal. 

Mr. Istere. Yes. 

Senator Keravuver. So it would be about 80 percent or better ? 

Mr. Istrm. Eighty percent or better. 

As I recall the figure, the Federal land banks in recent years have 
been making about 12 percent of the farm-mortgage loans currently 
being made; individuals being the largest single group. 

Insurance companies, I believe, now are about second, maybe third. 
It is between them and commercial banks. 

If you reach back into the period of depression, if you call that 
typical, you get back in the thirties, the Federal land banks for them- 
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selves and as agent of the land-bank commissioners, were making, I 
assume, more than half of the farm- -mortgage loans being made. 

Senator Keravuver. Are you talking about the numbers, or about 
the amounts of the loans? 

Mr. Istets. That would probably be true of both, Senator. 

Senator Magnuson. But individuals were the highest ? 

Mr. Isteis. Yes, sir. 

Many of those loans by individuals I assume represent sales trans- 
actions, where an individual has sold a piece of land and takes back 
a vendor’s note; although many individuals do invest in farm mort- 
gage loans as a form of investment. 

Senator Krravuver. As I take it, your chief objection here is that 
there is no procedure for the composition of the claims of secured 
creditors. 

Mr. Isterp. Yes, sir. 

Senator Kerauver. In the Frazier-Lemke Act, Senator Magnuson 
will remember we used to always have a lot of argument about. the 
method set up in that act for the scaling down of the reevaluation 
of the property where the procedure was going to be through that 
act. 

As I remember, the act provided for the appointment of commis- 
sioners. I have forgotten the exact procedure. 

There was some complaint about the operation of those commis- 
sioners or of the system, from time to time. 

How would you suggest, under judicial review, the system be set 
up for the reduction of the amount of the mortgage or secured claims 
against the farmers? 

Mr. Istere. I think you would have to begin on that premise, as 
one of the preceding witnesses mentioned, that you must try to find 
a basis of evaluation which would try to determine what may be the 
long-term value of the land. 

For instance, I judge that one thing that some people fear about any 
such proviso in the law, is the fact “that there would be a tendene y 
on the part of some debtors, if the pendulum swings against them 
economically, to come in and want their debt : adjusted down to a low 
point of the value of their land. 

Obviously that would not be entirely fair to the eee So we 
believe that there should be at least two appraisals, and, as I under- 
stand, the original S. 25 just provided one appraisal. 

Senator Magnuson. One appraisal. 

Mr. Isterm. We consider that a weakness, because a moratorium 
might last several years. There might be an upswing in the economic 
cycle which would influence the general level of land values. 

Senator Magnuson. Even the substitute does not provide in so 
many words the second appraisal. 

Mr. Isuei. As I understand it, it does not provide any appraisal. 

Senator Maenvson. It provides another look at the situation, where 
I suppose evidence could be had regarding values of land. But it is 
not spelled out in the substitute. 

Mr. Isterm. So that we would think, Senator—getting back again 
to your point, that there should be at least two appraisals so the court 
would have an opportunity to weigh the values and determine any 
value that would be fair to both the lender and the borrower 
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Senator Kerauver. Do you mean appraisals by different appraisal 


, 9 
groups ¢ 


Mr. Istere. Not necessarily. 

Senator Magnuson. It could be. 

Mr. Istxin. Could be. 

Senator Krrauver. When should the two appraisals be made? 

Mr. Istxr. I expect there should be one made at the time it goes 
into this period of moratorium, and then when it is ready for dis- 
charge; I mean assuming that this is a case where the court determines 
that the circumstances have been beyond the control of the borrower 
and that there should be a review of his case, there would be one at 
the time of discharge. So that there could be a determination. 

Senator Magnuson. Of course, this is the 3-year period in the bill 
and there isa provision to come in again within 2 years. 

Mr. Ister. Yes. So it might even go beyond that 3 years. 

Generally speaking, that is what we would consider a fair provi- 
sion. But we have not actually, for the consideration of the committee, 
any specific proposition on that point. 

Senator Kerauver. Do you recall offhand your experience under 
the Frazier-Lemke Act ¢ 

Mr. Isiei1s. Senator, the experience of the land banks wasn’t too bad 
under the Frazier-Lemke Act. I believe it is fair to say that many 
people whose primary objective may have been to beat their creditors 
tried to take advantage of that, and that caused some trouble and 
expense for creditors; but I believe I can say accurately that the 
experience of the land banks was reasonably satisfactory under the 
provisions of that bill, that, generally speaking, the court threw out 
those cases that should have been thrown out. 

Actually, the land banks did not have many cases under Frazier- 
Lemke. 

Senator Magnuson. In other words, it took care of a lot of worthy 
cases. 

Mr. Istern. Yes, sir; that could not be handled any other way. 

Senator Magnuson. And the bad ones were very few where they 
took advantage of it. 

Mr. Istem. Yes. Well, they didn’t get away with it. 

Senator Keravver. The Frazier-Lemke Act, though, in later years, 
only seemed to be in active use in the State of North Dakota, as I 
remember. 

Mr. Istetm. Well, the folks over in California said they had 500 
cases under Frazier-Lemke. And the Omaha district, that is the 
Omaha Farm Credit which includes South Dakota, Nebraska, Wy- 
oming, and Iowa, they had a good many cases. 

We even had some down in Texas, pretty well all over the country. 

Although there was a concentration in the area you mentioned. 

Senator Magnuson. They probably knew better how to take ad- 
vantage of it up there, having been more familiar with it. 

Senator Kerauver. Yes; the sponsor being around. 

Senator Magnuson. Thank you, Mr. Isleib. 

I want to say to your department what I said to the other wit- 
nesses: that we are going to leave this matter open for a reason- 
able and adequate period of time to allow the presentation of any 
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further suggestions, because we appreciate it is not only a very vital 
and important piece of legislation, but very technical, and we need a 
lot of help on it. That is what the committee needs, as a matter of 
fact, from the people who have had some experience and know 
about it. 

Mr. Isterm. We will be very glad to help any way we can. We 
certainly appreciate the opportunity to be heard this morning. 

Senator Magnuson. Thank you. 

Does anyone else wish to make any statement on this matter now? 

If not, we will just recess the committee, to reconvene subject to call 
of the Chair. 

(Thereupon, at 11:55 a. m., the hearing recessed, to reconvene 
subject to call of the Chair.) 
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THURSDAY, FEBRUARY 7, 1952 


Untrep Sratres SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subocmmittee met at 10:30 a. m., pursuant to call, Hon. War- 
ren G. Magnuson (chairman of the subcommittee) presiding. 

Present: Senator Magnuson. 

Also present: George Green, professional staff member. 

Senator Magnuson. The committee will come to order. 

This is a continuation of hearing on S. 25 which is commonly known 
as the Farmer-Debtor Relief Act, to amend an act entitled “An act to 
establish a uniform system of bankruptcy throughout the United 
States.” 

Senator Maenvson. It will be recalled that we held hearings on 
this, brief hearings, at the end of the last session, but at that time 
some of the organizations appeared briefly and stated that they 
wanted more time to prepare their views on this very comprehensive 
piece of legislation. It was thought that if we pl: inned to get any 
action this session that we would have to report the bill as amended, 
or even maybe somewhat incomplete to the Senate floor and then 
work out some of the adjustments that I know are going to be sub- 
mitted to the bill. 

Now, those who did not appear were the farm organizations, and 
I wrote them letters last year and in this session asking them to present 
their views, and I understand that the Grange is here ready to testify. 

Mr. Sanders, we would be very happy to hear from you at this 
time. 

I am sure that everybody realizes that there is no pride of author- 
ship in this particular piece of legislation, and we are here to get 
suggestions from groups as to what they think should be substituted 


or amended. 


STATEMENT OF J. T. SANDERS, LEGISLATIVE COUNSEL, THE 
NATIONAL GRANGE, WASHINGTON, D. C. 


Mr. Sanpers. Mr. ea my name is J. T. Sanders. I am 
legislative counsel for the National ‘Gr: ange. Our remarks will be on 
S. 25 amended rather than the or iginal S, 25. 

Mr. Green. That is the amendment in the nature of a substitute. 

Senator Magnuson. Yes; in the nature of a substitute. 

Mr. Sanpvers. Yes, sir. 
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The National Grange believes, due to the great natural hazards 
and the economic risks of modern farming, that moratorium legisla- 
tion which is fair to both lender and farmer is necessary. At our 
annual session last November in Atlantic City we approved the fol- 
lowing statement on this subject: 

The National Grange favors legislation providing for a farm debt moratorium 
law to protect owners of mortgaged farms against creditors taking over such 
farms, such legislation to provide for adjusting interest rates and amortizing 
farm debts, and to be effective only in cases where the condition is beyond the 
owner’s control. 

During the last 20 years the nature of farming has so changed that 
farm income is more vulnerable than ever. Cash farm costs are now 
higher and more rigid than ever before, also, the farm family living 
costs are greatly changed and more rigid. This means that unfa- 
vorable farm crops due to widespread and prolonged drouth or un- 
favorable prices could create another wave of farm foreclosures un- 
less the farm credit laws of this Nation recognize the irregular nature 
of farm income and provide flexibility accordingly. 

During relatively prosperous times many people who because of 
lack of experience, overoptimism, or an inordinate desire to buy 
farm at a given time are willing to put up their savings and take on 
excessive debt if there are lenders willing to lend them the money. 
It would be wise social policy to pass a moratorium law now so that 
the overoptimistic people both lenders and borrowers will not take 
unrealistic gambles. Especially should we prevent lenders from using 
the mortgage and foreclosure instrument to reap the savings of over- 
optimistic or inexperienced people. The need for built-in flexibility 
or disaster escape in credit arrangements may result from regional 

calamities or possible deflation and we should try to avoid a wave of 
foe foreclosures when and if we again have to face conditions that 
induce them. 

Senator Macnuson. I might say right there, Mr. Sanders, of course 
the objective of this legislation was to try and work out something 
that would be permanent now when conditions are better rather than 
to do it when a disaster may hit the farm groups. That is why we 
are attempting to work on this bill now. 

There have been some witnesses who suggest that the need was not 
here at the present and therefore we want to wait. But we think that 
we should have this on the books so that it will be there—and we hope 
that it will not happen if and when we do run into a similar condition 
as we had in the thirities. 

Mr. Sanvers. Senator Magnuson, we dealt with that point down in, 
the second paragraph below, and at that time I would like to discuss 
your remarks a little bit further in light of what we have said. 

Senator Macnu ‘SON. Very well, you may proceed. 

Mr. Sanpers. Farm moratorium legislation should not take care of 
incompetent and improvident farmers; but is intended to provide for 
difficulties arising out of unpredictable natural and economic risks, 
which are far greater in agriculture than in most occupations. Also, 
it is doubtful if permanent debt-relief legislation can soy 20080 pro- 
vide for debt crises arising out of prolonged serious depressions. 
Such periods can reduce the value of farm lands below the mortgages 
in force and to all appearance or reasonable prediction keep land 
values at this low level. 
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In such cases the farmer, aside from his moral obligation to pay 
debts which he has incurred, may find it to his interest to allow his 
creditors to take over his assets. But usually the creditor can’t and 
doesn’t want to operate the farm; while the owner wants and needs 
to operate it. Unless the creditor wishes to foreclose and take some 
unjust advantage of the distressed farmer, it is to the interests of both 
creditor and debtor to keep the farmer in full operating responsibility 
on the farm. 

We, as stated above, do not believe that S. 25 as amended, will meet 
the needs of the country and agriculture if a prolonged depression re- 
duces the general level of land values below general mortgage levels 
that are in force. Such a condition would call for extraordinary 
legislation to prevent wholesale transfer of farm land from family 
farm owners to nonagricultural ownership. At such a time the nec- 
esasry emergency legislation could and should be passed. 

But to place it permanently on the statute books, we believe, would 
impair the farmer’s ability to obtain adequate amounts of credit at 
equitable interest rates. 

S. 25, as amended, as we interpret it does not contemplate taking 
care of such general depression credit distress. For credit distress, 
other than that which is caused by prolonged depressions, from sick- 
ness or other bad luck, and for distress from drought or other natural 
hazards S. 25, amended, appears to us to adequately meet the reason- 
able needs of both creditors and debtors. 

It provides a sure means of relief to the debtor when difficulties 
arise, and a legal means of obtaining this relief from an unscrupulous 
creditor or a creditor unwilling to grant such justified relief for any 
reason, 

Through the provision that interim payments during the mora- 
torium shall be in the form of a fair rental on the property and shall 
take into consideration “fair market value,” “customary rent,” “actual 
net income” on the property and “depreciation” and “deterioration” 
both the debtor and creditor’s interests are protected. 

Now, as to the point that you mentioned, Senator, our resolution, 
as you note, does not take care of a general write-down of the principle 
of mortgages during the time the court has charge of the property by 
petition of the order. We felt that to write a general write-down 
provision in the bill at the present time would in the end do more 
harm to agriculture than it would do good by tending to dry up 
the credit, by tending to make lenders charge a higher interest rate 
than is justified. And we felt that a general moratorium bill that 

provided a suspension of payment when a man is temporarily in 
difficulty, or even when an area is temporarily in difficulty, would 
not impair the credit market. 

And that if there was a general depression caused from a pro- 
longed reduction of prices and a seeming situation where those prices 
were not going to rise again to the level at which prices were when 
the mortgages were placed originally 

Senator Magnuson. Such as in the early thirties. 

Mr. Sanvers. That is right; we believe that that calls for special 
legislation. And we believe that certainly the Congress and all of 
the farm organizations would be right in here approving such legis- 
lation and undertaking to get it passed at the earliest possible moment. 











76 FARMER-DEBTOR RELIEF 

Senator Magnuson. In the meantime legislation such as this would 
serve a need which might rise in individual cases. 

Mr. Sanpers. And a need that is temporary. 

Senator Magnuson. Temporary for some individuals or for some 
particular region that might get c: aught, where it would not be a general 
depression, or an area-wide de »pression. 

Mr. Seas. Well, an area-wide depression, Senator, it seems to 
me that this would take care of in most instances. For example, if 
it were a drought, we will say, a 2-year drought, it seems that this 
law would take care of that pending the time good weather comes 
back, and the production of crops is adequate or normal. 

Senator Magnuson. We hada similar situation, and an area depres- 
sion, in good times in my State in the Wenatchee Valley, and we took 
care of it in that case in the reverse. The farmer did not come in 
and file petitions, nor was he relieved of his debt. We set up the 
FACC, which was a branch of the Farm Loan, which gave them 
special liberal credit, which in turn pulled them over. It related 
mainly to the apple and fruit crop. 

The machinery for that is still in existence. You would have to 
declare it a disaster area, of course. That worked satisfactorily there 
for a 2-year period. 

But I have deliberately seen that that is left on the books, the skele- 
ton organization, so that it can be put into operation quickly where 
there is a peculiar area depression. It is sort of in reverse from this, 
but we liberalized the credit for them because the banks in those cases 
would not handle it. 

Mr. SAnpers. They really cannot handle it under their charter and 
their policies. 

Senator Magnuson. So we do have that still on the books for the 
possibility that we would have a certain peculiar valley, or one pecu- 
liar valley. It worked very successfully to help them pull themselves 
out of it. 

Mr. Sanvers. There is one additional thought that I would like to 
express here which I expressed briefly last year when I though that 
we were unable to express ourselves fully on this, sir. 

Senator Maanuson. Yes. 

Mr. Sanpers. This law does not even propose to take care of tenants 
who can also get into great difficulty. 

Senator Magnuson. That is right. 

Mr. Sanvers. Because if he specially provides that they are ex- 
cluded from the provisions of this law. I would like to call your 
attention to the fact that almost exactly half of the total assets used 
in agriculture today are non-real-estate assets. That is due to heavy 
mechanization and modernization of farms, and, therefore, there is 
a great need—I personally feel, although our resolution does not deal 
with that—for some sort of a provision for moratorium of tenant 
farmers as well as owner-operating farmers. 

Senator Magnuson. Of course we have a problem here. We were 
not unconscious of the need of some tenant farmers. But we had a 
practical problem here, of how to fit tenants in. I think maybe we 
might have to come to a separate piece of legislation on tenants. 

Mr. Sanoers. I think if it is possible to do it, that it might be 
well to do so. 
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Senator Magnuson. Or a second part to this, an addition to this. 
We should not try and amend this to get the tenant situation in, but 
in a chapter 2, we might be able to work that out. 

Mr. Sanpers. I have been told by people who know a great deal 
more about mortgage credit than I certainly do that it would not be 
feasible to mix the two in one law very well. 

Senator Magnuson. It has some legal impracticabilities. They are 
two different situations. 

Mr. SAnpers. Yes. 

Senator Magnuson. So we might be able, before we get through 
with this, if we move it along, to work out a chapter 2 which would 
peculiarly deal with the tenant situation. 

Let me ask you one more thing: What about the expiration date ‘ 
Is that satisfactory¢ There was some testimony, as I recall, as to 
whether we should have it as 5 years or what? 

Mr. Sanpers. As it stands now it is free with the possibility of ex- 
tending it 2 years. 

Senator Magnuson. Is that satisfactory ¢ 

Mr. Sanpers. I think that would be satisfactory. 

May I ask a question? I am a little hazy on the interest rate. Is 
the interest rate rigidly expressed at 6 percent or is it the alternative 
of interest rate of the mortgage or 6 percent, whichever is less? 

Senator Magnuson. What section do we have that in’ I think it is 
flexible. 

Let us see how that section 987 now reads: 

If the debtor elects an extension, he shall file with his notice of election an 
extension proposal, together with a copy thereof for each affected creditor, 
which proposal shall provide for full payment of his secured claims amortized 
over a term of years, which term of years shall be based upon the earning powet 
of the property that is security for the debt as determined by the court, but not 
exceeding the greater of ten vears or the original term of years, payable in equal 
quarterly, semiannual, or annual installments, plus interest at the contract 
rate, or six per centum per annum, whichever is the lesser, and such extensio1 
proposal shall provide for payment of unsecured debts 
and so forth. 

Mr. Sanpers. I think that interest-rate statement is satisfactory. 
I was afraid it said at 6 percent. 

Senator Magnuson. It makes it flexible. 

Mr. Sanpers. I was afraid from discussing the matter here with 
others before the hearings began that it was rigidly at 6 percent, and 
I thought 1 would say that that would be unfair. 

Senator Magnuson. I think that is clear, and I quote again: 

Plus interest at the contract rate, or six per centum per annum, whichever is 
the lesser. 


Mr. Sanpers. That is certainly fair. 

Senator Magnuson. Thank you. 

Mr. Sanpers. I think that is all. 

Senator Magnuson. Thank you, Mr. Sanders. 

Our next witness is Mr. MeDonald, of the Farmers Union. 
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Mr. McDonatp. My name.is Angus McDonald, and I am assistant 
legislative representative of the National Farmers Union. I have here 
a statement by the national president which I would like to read. 

Senator Macnuson. Go ahead. 

As president of the National Farmers Union, I wish to present my 
views to this committee in regard to legislation which it is consider- 
ing pertaining to farmer-debtor relief. First of all, I would like to 
point out that hundreds of thousands of our farmers during the de- 
pression-drought years of the thirties experienced great economic 
hardships. Many of them, through no fault of their own, lost their 
farms because of low prices and recurrent dry periods. Our farmers 
will never forget these experiences. 

1 would also like to call attention to the fact that the prices of farm 
commodities and of agricultural lands often experience violent fluc- 
tuations. Many times throughout our history agricultural lands and 
commodities have declined by 50 percent or more within the space of 
a few years. Bankers and other money lenders who finance farming 
operations habitually are eager to furnish funds in times of high 
prices, and in periods of recession generally are slow to advance funds 
to farmers, and are quick to call farmers to account when they see 
declines of farm prices ahead. 

It occurs to me that the financing of a farm or a farming operation 
should be a dual responsibility. I suggest that in the event of a price 
recession, the farmer should not be called on to bear the full burden 
especially when he has experienced an unexpected price decline, illness 
in his family, or other disaster. 

In instances where the farmer is brought to the point of bank- 
ruptey for any of these reasons, primary consideration should be given 
to the scaling down of the farm-mortgage debt in proportion to the 
decline of the value of the farm and the : ability of the farmer to pay. 
This, it seems to us, is necessary if the farmer is to be given relief. 

Secondly, if the farmer is refinanced, consideration should be given 
to setting the interest rate at a point which will make it possible for 
him to pay his debt and ultimately become a full-fledged farm owner. 
During the period when the court, referee, or others are studying the 
farmer’s economic position and his character and standing in the 
community, a moratorium should be put into effect. 

The farmer should be allowed to continue to occupy, operate, and 
live on his farm. It should be remembered that the fundamental rea- 
son for any kind of farmer-debtor relief legislation is the often ex- 
pressed view of the Congress as represented by various statutes that 
the best farm policy is one which will keep the farmers on their farms 
as full owners. 

We do not believe that the decision as to what shall be done with the 
farmer and as to the amount he is to pay should be entirely in the 
hands of the referee. 

If I could insert a comment here, I believe what is meant there is the 
referee should have the final say, but he should be required to give 
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final consideration of facts produced by the committee, which I believe 
is mentioned in the next sentence. We understand you do have to have 
a final decision by the referee or the court. 

Senator Maanuson. Yes. Of course, the bill would not prohibit any 
court from doing the thing you suggest. It would allow that. He 
could take advice. 

Mr. McDonaup. We would like to see it explicit. 

Senator Magnuson. That is true. I would like to say, It is not ex- 
pressed, but it is not prohibited. 

Mr. McDon xp. It is expressed in one section and that following 
the meeting of the referee or the court with the creditor he shall arrive 
at a decision, and we think there is an inference there that he should 
depend on the judgment of the creditors rather than a group of 
objective farmers, preferably farmers, a committee of farmers with 
some standing in the community who did not have an economic 
interest. 

Senator Magnuson. Yes, I see what you mean. 

Mr. McDonap, They should be people who do not have a stake in 
the farmer himself who has gotten into trouble. 

A committee of the farmer’s neighbors who are not his creditors 
should make recommendations in regard to the farmer’s character, 
his working habits, and his ability to pay. 

This committee should also determine whether or not the cause of 
the farmer’s bankruptcy were in his control. Certainly creditors who 
are prone to judge delinquent debtors very severely should have no 
voice in assessing a farmer's character, his personal habits, lack of 
farming ability, a so forth. Determination of these matters should 
be left to individuals who have no economic interest in the farmer’s 
ope rations. 

In all probability, if deserving farmers who have experienced some 
economic disaster are to be rehabilitated, some additional capital will 
be required. I suggest that in many instances rehabilitation may be 
effectuated by Government finance agencies offering the farmer credit 
on terms more liberal than private institutions can afford. 

For many years, Government agencies have been risking capital 
in agricultural investment fields where private institutions do not 
dare to venture. An example of such an institution was the Farm 
Security Administration which has been succeeded by the Farmers 
Home Administration. 

Senator Magnuson. Right there, where he suggests that in many 
instances rehabilitation may be effected by offering farm credit on 
terms more liberal than private institutions can afford, of course, 
in a general way, that is covered by the Farmers Home Administra- 
tion, and we still have machinery on the books of the FACC which 
would do it in cases of peculiar and particular specific area disasters. 

Mr. McDonavp. Yes, sir. This is really a dicta here. But he did 
want to call attention to that opportunity. 

Senator Magnuson. In other words, sometimes more liberal farm 
credit will accomplish the same purpose as the farmer coming in 
and trying to work himself out of it. 

Mr. McDonaxp. That is correct. 

Senator Magnuson. Let us go ahead. 

Mr. McDonaup. These two agencies have succeeded in rehabilitat- 
ing hundreds of thousands of farmers who could not secure loans from 
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any private lending institution. It is my understanding that the 
loan operations of these institutions have resulted in no additional 
cost to taxpayers and have even resulted in some additional revenue. 

Substitute S. 25, which the committee is considering, does not, in 
our opinion, meet the above-stated requirements either in regard to 
scaling down the size of the debt in proportion to farm values, or 
ability to pay, or to interest rates. Six percent is a ridiculously high 
rate for a loan extending over a period of 10 years. 

Senator Maenuson. I wonder if Mr. Patton was thinking there 
of the amended portion that we just discussed which makes it flexible? 

Mr. McDonatp. Yes, sir; I called his attention to this and pointed 
out that if the rate was, say, 8 percent it could only be lowered to 6. 
We think 

Senator Magnuson. You think it should be more flexible than that? 

Mr. McDona.p. It should even be more flexible than that. While, 
concretely, 4 percent, we feel, for a 10-year refinancing operation 
would be more realistic. 

Senator Magnuson. That is what you state further on here in your 
statement. 

Mr. McDonanp. Yes, sir. 

My organization, as well as other farm organizations, during the 
last 20 or 30 years has been working ceaselessly on the problem of 
getting interest rates down to a ua where the farmer would not 
be exploited by money lenders. Now, it appears under this legisla- 
tion at least a part of this hard work would be undone. The rate 
should be not more than 4 percent for long-term loans. 

Senator Magnuson. In other words, Mr. Patton suggests there 
that the bill should provide a more flexible—not more flexible, but 
provide definitely for the authority of the referee or the court to scale 
down the debt, No. 1, the over-all debt. 

Mr. McDonatp. Insofar as interest rates, it would be scaled down. 

Senator Magnuson. Not the over-all debt but the interest rates? 

Mr. McDonatp. I believe we generally indicated above that there 
may be instances where the over-all debt should be scaled down. 

Senator Magnuson. Now, second, definitely and specifically on the 
so-called 6-percent interest rate. 

Mr. McDonaxp. Yes. 

Senator Magnuson. He also mentions the ability to pay. I think, 
however, that in this case this bill would provide leeway on his ability 
to pay in how long they might allow him to pay it, and that should 
be taken care of in this bill. In other words, the court is supposed 
to look at the whole situation and put it all on the table and see what 
his ability is to pay and what the debt is, and give him the time or 
the help, or change the amortization, make a different period of amorti- 
zation of the debt, and things of that kind. 

It is partially taken care of in this bill. 

Mr. McDonavp. I read the section on the interest rate and it men- 
tioned 10 years. From a causal reading of that section I gathered 
the refinancing was to be on a 10-year period at 6 percent, or whichever 
was lesser. And that would, in our opinion, put the farmer in a 
strait-jacket, and it would not give him relief. 

Senator Magnuson. So, you suggest a change in that period of time 
and the opportunity to scale down the size of the debt or the author ity 
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to scale down the size of the debt or a more flexible provision for 
interest rates, 

Mr. McDonanp. Yes. 

Neither do we find that the bill meets the requirements in regard 
to an advisory committee of farmers who would make recommenda- 
tions to the court or referee. The importance of such a committee 
cannot be overemphasized. The farmer’s neighbors are in a better 
position to judge his character, his ability to pay, than any court who 
is advised merely by the bankrupt creditors. 

Senator Magnuson. In that particular case, I suppose if that would 
be deemed desirable we would have to put into the bill something, 
either add a section allowing the court or the referee or the trustee 
to appoint such an advisory committee to advise him. 

Now, I am wondering whether you wovld want that mandatory 
that the referee do that, or that you would give him the authority or 
give him the affirmative authority. 

Mr. Epwin L. Covey. If I might make a suggestion. 

Senator Maunuson. Yes. 

Mr. Covey. You refer to section 939 (2) of S. 25, the original S. 25, 
sir. 

Senator Magnuson. The original one we had that in. 

Mr. Covey. You will find it in 939 (2) in the original S. 25. 

Senator Macnuson. Let us take a look at that. 

Here it is in the original (reading) : 
the creditors, exclusive of the creditors disqualified to vote for a trustee under 
section 44 
and there are some qualifications there as to who can vote for the 
trustee 
such grounds of disqualification to apply also to the secured creditors, may ap 
point a committee of not less than three creditors, which committee may consult 
and advise with the court and submit any question in connection with or affect 
ing any matter relative to the proceedings 


and 
the court may, at any time, before the entry of the order 


and so forth. 

That does not seem to provide for an advisory committee. 

Mr. Covry. That is the provision ; that is the committee. 

Senator Macnuson. But that is the creditors 

Mr. Covey. A committee of the creditors; yes, sir. That is the 
only committee that is provided for in there. 

Senator Magnuson, But Mr. Patton suggests that it be an advisory 
comunittee not composed of creditors. 

Mr. McDonap. | believe we would be agreeable if the court ap- 
pointed— 

Senator Magnuson. If the court would be given the authority to 
do this. 

Mr. McDona.p. If the court appointed the committee and only be 
directed to appoint men who were not creditors. The court would 
not be bound by the advice and recommendations of the committee, 
but the court should be instructed to take into consideration the recom- 
mendations of the committee. 

Senator MaGnuson. I would think though that you should have 
some creditor representation on such a committee. 
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Mr. Covey. May I make a statement ? 

Senator Maenuson. Go ahead. 

Mr. Covey. I am Edwin L. Covey of the Administrative Office of 
the United States Courts. 

This provision with regard to the committee goes back to the gen- 
eral Bankruptcy Act, and some of the other relief chapters in the act 
ut the present time. And the committees that are provided are com- 
mittees of creditors, and they are there, shall I say, in the hope that 
it will bring to the court a creditor interest in the proceedings. It goes 
back fundamentally to that. It brings into the proceeding an interest 
concentrated in the committee of creditors. 

Mr. McDonaip. There certainly can be no objection to the court 
consulting the creditors or even setting up another committee. But 
we consider that—— 

Senator Macnvuson. There should not be any objection to a provi- 
sion in the bill which would allow the court to do this; in other words, 
you say the court may set up a committee of, well, however, you want 
to define it, to determine and to advise the court in its determination. 
That is about what it would be. It may not be advisable to say the 
court shall, because there may be lots of cases that it would not be 
necessary, and there may be lots of cases where the debtor himself 
would be perfectly satisfied with what is being done without somebody 
else’s advice. 

Mr. Covey. The experience under these provisions in the other sec- 
tions of the act have been that there are not too many committees 
actually appointed. But in cases where they are appointed they have, 
I believe, rendered a valuable service. 

Senator Magnuson. Where would that suggestion come in the 
amended act? Where would they put it into the amended act / 

Mr. Covey. It is left out of this act right after section 937. 

Senator Magnuson. That is where I have got it here. 

Mr. Covey. In the amendment. 

Senator Magnuson. Let me ask this question: In 937, supposing 
we decided to do this [reading] : 

At such meeting of creditors, or at any adjournment thereof, the court shall 
examine the debtor or cause him to be examined, and hear witnesses on any 
matters relevant to the proceedings, and he may appoint— 

Mr. Covey. Is that in S. 25% 

Mr. McDonatp. This is the original ? 

Senator Macnuson. This is the amended bill. 

You could say there “and the court may appoint an advisory com- 
mittee,” because there it says he may hear any witnesses he wants to 
hear relevant to the proceedings. You could just add that. 

Mr. McDonatp. Well, I do not believe Mr. Patton would be satisfied. 
We want a group of farmers to advise the court who have no connec- 
tion with the case whatsoever. 

Senator Magnuson. What I mean is that you would add right here 
after the words “relevant to the proceedings” the words “and the 
court may appoint a committee of farmers who are not creditors, who 
are conversant and familiar with the debtors’ problems,” just as he 
may eXamine any Witnesses on any matters relative to the proceedings. 

Mr. Covey. Who need not be creditors. 

Senator Magnuson. Who need not be creditors. 
Mr. Covey. That would not eliminate creditors. 
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Mr. McDonap. Our recommendation is that creditors not dominate 
the group which is advising the referee. 

Senator Magnuson. I think I understand what you mean. 

Mr. McDonawp. That is the sense of our position. 

Senator Magnuson. I am thinking of a technical matter of where 
that should be placed and where it ‘would be desirable. I think the 
wording can be worked out so that it would not be dominated by credi- 
tors. It could be a group of farmers who, naturally, I suppose, would 
with the neighbors, or someone conversant with the situation. 

Mr. McDonatp. Yes, sir. 

Senator Magnuson. But that would come in at section 937 in the 
amended bill where we give the court the broad powers there to hear 
witnesses : anyway. 

Mr. McDonaxp. I have one more paragraph of my statement, if I 
may finish ¢ 

Senator Magnuson. Yes: go right ahead. 

Mr. McDonaxup. Then I would like to make a brief comment. 

History has proved the necessity of some kind of legislation which 
would afford farmer-debtors some relief. While there is no wide- 
spread need for such legislation in this period of high national income 
and full employment, there are some farmers who have experienced 
various kinds of econemic disaster who may need relief in the future 
in the event of a price decline. 

Farm population is declining at a time when full and increased pro- 
duction is needed. We believe increases can be attained only if farm 
families are kept on the land. Furthermore, we believe that the wel- 
fare of the Nation as well as that of agriculture is closely related to 
free family farmers who own their land. We therefore urge that this 
committee approve legislation which will protect farm ownership and 
farm homes in times of economic distress. 

My comment, Mr. Chairman, is that the original bill was far more 
acceptable to us than the amended version, 1 do not know whether 
you want to go back into the original bill. 

Senator Magnuson. I think it would be very helpful if in making 
that comment you specifically point out where the amended version 
does not fulfill what you think it should have as compared to the 
original bill. 

Mr. McDonaxp. Well, the original bill provided for the stay of 
proceedings. I believe that is in the amended version, too. There is 
the moratorium; so, we are satisfied with that one point. 

The original bill stated a 4-percent-interest payment. We have 
already discussed that. 

Senator Magnuson. We discussed that, yes. 

Mr. McDonaxp. I believe we approved of the provision in the orig- 
inal bill which provided for an appraisal to be made by three com 
petent and disinterested appraisers appointed by the court to be resi- 
dents of the county. And, if I understand the original legislation, 
it was possible for the mortgage to be scaled down in proportion to 
the new appraisal. That was my understanding of the original bill. 

It is not clear to me if it is in the new bill, but ‘T fail to find it. 

That covers the scaling-down part. 

Senator Magnuson. I frankly must state that I have not made a 
section-by-section comparison of the original and the other ones. But 
I understand the administrative officer has. 
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Mr. McDonatp. I believe that covers the main points. 
Senator Magnuson. Thank you, and I want you to thank Mr. Pat- 


ton for his suggestions. As I pointed out before, we are merely here 


trying to work out what we hoped to be a bill that might be considered 
satisfactory to all of those parties interested. We are not wedded 
to any particular language in the original bill or the substitute. 

Mr. McDonatp. We appreciate that. 

Senator Magnuson. Thank you. 

Mr. McDona.p. Thank you, Mr. Chairman. 

Senator Magnuson. The next witness will be Mr. Riggle on the 
farmers’ co-ops. We will be glad to hear from you. 


STATEMENT OF JOHN J. RIGGLE, ASSISTANT SECRETARY, NATIONAL. 


COUNCIL OF FARMER COOPERATIVES, WASHINGTON, D. C. 


Mr. Riecie. Mr. Chairman, my name is John J. Riggle, assistant 
secretary of the National Council of Farmer Cooperatives, 744 Jack- 
son Place, Washington, D. C. Our organization, of course, is made 
up of farmers marketing at purchasing organizations, extending in 
different groups from coast to coast. They are very much interested, 
of course, in the stability of their members’ business, production of 
the commodities which they handle, and also their ability to operate 
with the supplies which they have to purchase for them. 

I have just a few brief comments to make about the bill. 

Senator Macnuson. We will be glad to hear you. 

Mr. Riecix. We are supporting the S. 25 amendment in the nature 
of a substitute. We think that this legislation is timely because at 
this time we are not under any pressure of this kind to get out emer- 
gency legislation. But we feel that this will have a very salutary 
effect on the stability of the farm-credit situation, particularly, with 
reference, of course, to land credit. 

Now, the greater part of this half century has been taken up with 
farmers in securing adequate and appropriate farm-credit legieh ation, 

In the early days of the century loans were made on farm opera- 
tions, and farm land usually on the upturn of the cycle at high valua- 
tions, and then regularly and periodically, farmers were liquidated 
at the low peak of the cycle on the low valuations. That, of course, 
drew the attention generally to the plight of the farmer. Actually, 
the plight of the le nder was just about as bad as the farmer. So that 
ivi the standpoint of both the availability of capital for use by 
farmers in the form of loans or otherwise and the availability of the 
farmer to produce and continue his business, they were both jeopard- 
ized. We feel definitely that this bill tends to level out that old 
cycle. 

The farm credit standards in existence at the present time on private 
lenders, and also among some of the cooperative associations are that 
rather conservative loans are made on values not. at the peak of the 
inflated periods, or at least scaled down to a certain extent, and by 
tiding over the borrowers and the lenders, of course, at the low period 
in the cycle, it would tend to level the whole thing out so that it would 
stabilize your conditions. That is particularly true because the farm- 
loan associations have come into the picture. They are both borrowers 
and lenders. They are members of the borrowers and they are mem- 
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bers also, by reason of the set-up, of the lenders. And as such, they 
are interested in not only farm production and farm production 
credits, but they are interested in stabilizing the assets and the ability 
of associations to continue to loan. 

And this bill, we feel, contributes very largely to that desire on 
their part as to that necessity if they continue to stay in business. 

Senator Maenuson. I suppose that your organizations too appre- 
ciate that there may be some changes here in procedure and things of 
that manner, because it is a difficult piece of legislation to write. 

Mr. Rieeie. Certainly, it is very technical. I am not a lawyer. 

Senator Maanvuson. [ am a lawyer, but some days I do not know 
for sure whether I qualify as one. 

Mr. Rieetx. Now, there are some things in here which we think 
are very flexible, of course, from the standpoint of the borrower. 
The moritorium period depends upon the period of emergency. That 
is a determination that is made not arbitrarily, but in accordance with 
the circumstances. Secondly, he can get extensions. Third, at that 
time, his values and farm prices stabilized, he can pick up his financing 
and go ahead or arrange for different financing, or if it is determined 
that he has an unbearable burden he can then go into regular bank- 
ruptey proceedings and get a complete readjustment. 

It seems to us this is very flexible from that standpoint. 

Also, this amendment in the nature of a substitute has simplified 
the procedure considerably. One of the things that has been com- 
plained about in the bankruptcy laws and in the original was the 
large amount of red tape and the cost. That has been one of the things 
over the years that bothered people about the application of the 
general bankruptcy laws to a farm situation. 

I want to say that this is not doing any more for the farmers than 
has been done for a lot of other businesses, 

For instance, railroad organizations have suspended over a period 
of 20 years sometimes, and other businesses have been put behind a 
receiver until situations beyond their control could be ironed out. 
This specifically makes it a determination as to whether or not there 
were causes beyond the control of the debtor or causes that were in 
his control. And of course, it provides that if there were causes with- 
in his control that the regular proceedings would go ahead. 

So, Mr. Chairman, I think briefly that is our position on this. We 
feel that by and large this is a good piece of legislation, this amend- 
ment in the nature of a substitute. There may be some details to 
work out. 

I want to suggest that I think the intention here was to take care of 
tenant farmers on their chattels. As I read it, and if you read the 
definition in connection with that, I think that is applied to the chat- 
tel property. This is onthe botom of page 5. It says: 

Provided, however, That the provisions of this chapter shall not be available to 
a farmer whose sole interest in property as hereinafter defined, is that of tenant. 

“Property” as defined on page 4 includes chattels. 

SenatorMacnuson. You are reading from the original? 

Mr. Riaerr. No, the substitute. 

Senator Maenuson. At what page? 

Mr. Rieerr. Page 3 of the substitute at the bottom of the page. 

Senator Magnuson. I have it. 
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Mr. Rieeix. At the bottom of the page it says: 


Provided, however, That the provisions of this chapter shall not be available 
to a farmer whose sole interest in property, as hereinafter defined, is that of 
tenant. 

Then it defined “property” on page 4 under (11) and it refers to 
chattel property. I think this means, as I interpreted it before I 
came up here, that it applies to a tenant farmer who leases the land 
but owns his own chattels, but it does not apply to a tenant farmer 
who would really be a hired man who is operating both leased land 
with leased chattels furnished by somebody else. 

Senator Magnuson. What do you say to that, Mr. Covey? 

Mr. Rieeie. Or who has only a leasehold. 

Mr. Covey. It seems to me what was intended here was the type of 
a tenant who leases lands and owns his own equipment, not a hired 
hand. 

Mr. Ricerr. He is subject to it. 

Senator Magnuson. One who leases lands— 

Mr. Covey. I have some doubt whether he is subject to this under 
this provision, the man that we intend to get in, the man who leases 
the farm and owns his own machinery and his own livestock. 

Mr. Riecix. Then I think that ought to be cleared up, because I 
definitely got the impression, as a technical interpretation of it, that 
when it says under (11) “property of a debtor shall include all his 
property, real or personal, wherever located * * *,.” 

Senator Magnuson. You thought that might include the tenant? 

Mr. Ricetr. The tenant. 

Senator Magnuson. The tenant who owned his chattels. 

Mr. Riecie. And also some of his produce stores, but not the one 
who was operating with somebody else’s chattels. 

Senator Macnvuson. It says, “property of a debtor shall include all 
his property, real or personal.” 

Mr. Ricere. And besides that in line 18 on page 3 it says, “whose 
gross income is derived from any one or more of such operations, 
whether so engaged personally or as a tenant or by tenants.” 

So I think it is confusing. I was under the impression that it did 
include the tenants except for those who did not own their chattels. 

Senator Magnuson. We will attempt to look at that. Thank you, 
Mr. Riggle. 

Mr. Green. May I ask a question # 

Senator Magnuson. Go ahead. 

Mr. Green. Do you have any comment to make relative to the figure 
of 6-percent interest as opposed to heretofore ? 

Mr. Ricetr. We feel that interest rates are not going to be fixed 
arbitrarily, and that 6 percent or the contract rate, whichever is the 
lesser, is a much more favorable approach. because another thing is 
that interest rates are not at the same level clear across the country. 
For instance, even in the Land Bank System, I think there is a half or 
1 percent difference from one region to another. So we are not 
bothered by that. We would like to see 4 percent interest, or 414 or 5. 
But this applies to a lot of different situations, and a lot of people 
would be precluded, actually precluded, from getting any loan if you 
fixed it at an arbitrary rate. 

Senator Magnuson. That is what I was going to point out. It is 
difficult. Interest rates are moving a little higher. 
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Mr. Riceie. That is right. 

Senator Magnuson. And you might have a tendency toward drying 
up farm credit. 

Mr. Riaeix. That is one thing we do not want to do, because, as I 
say, farmers themselves become lenders to themselves through these 
cooperative associations, and also because a large number of these 
banks in rural communities actually have the farmers for their prin- 
cipal stockholders and_ principal depositors. We have a two-way 
street on this thing. We are in business with ourselves in all of these 
communities, one way or another. 

Mr. Green. May I ask further, Mr. Riggle, about the question of 
the committee suggested, a committee composed of farmers as advisers 
to the court, particularly in instances that were referred to. Do you 
have any thought on that subject ¢ 

Mr. Rieeie. It had not occurred to me before. I think it is permis- 
sive, if the court, for instance, was not familiar with a situation, they 
might want advisers. I do not want to add any more expense to this, 
and I have a feeling that most courts, if this law is approved, will 
appoint referees and people who are familiar with the farm situation. 

Senator Magnuson. Of course, as a matter of fact, the court can do it 
anyway, if he wantsto. He can call in any witness he wants to. 

Mr. Ricerw. That is right, they could appear as witnesses rather 
than as advisers. 

Senator Magnuson. And they can get paid a witness fee. You do 
have a cost there. You might appoint a committee and they would get 
so much per diem and they might go on for weeks. He can call in two 

x three neighbors who were not creditors, under the act, and they 
would get their regular daily witness fee and he would get the infor- 
mation from them. 

Mr. Riecte. That occurred to me when Mr. McDonald testified, that 
they could do the same job as witnesses. If that is not clear in here 
that they are entitled to come in as witnesses with witness pay, I think 
it ought to be cleared up and I think it also should be permissive to 
appoint a committee where you have a difficult problem out there with 
large operators who have a very complicated set-up. Maybe they do 
need somebody in that case, I don’t know. I think all of these things 
ought to be adjusted to the situation. 

Mr. Green. I have one other question, and that is relative to the 
scaling down of the debt, and the appraisement feature. 

Senator Magnuson. Reappraisement. 

Mr. Ricaie. Yes. Well, now, I feel that where we have got direct 
Government credit, public credit in it, that that is an emergency situa- 
tion and that is a good feature. But in connection with this, I think 
that if you do that, then you tend to unstabilize this thing, and I 
thought this bill was to try and stabilize. In other words, you would 

rather have the pressure put on me to make conservative evaluations 
for purposes of making a loan in the first place, and then having the 
ability to carry over these low spots with this thing and get the thing 
leveled out rather than encourage them to make loans at higher valua- 
tions than the income of the property justified in the inflation period, 
and then readjust them in the lower period to another valuation, which 
is never the normal one because it is down near around the bottom. 

Senator Maenuson. If you thought there was a possibility at the 
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other end to change or readjust the amount of the value, would not the 
tendency when you make the loan be to pad yourself for that con- 
tingency ¢ 

Mr. Ricere. That is quite right. That is exactly the point. 

Senator Magnuson. Then the farmer may be hurt in the original 
credit proceeding. 

Mr. Rieere. That is right. And I think if this thing is kept this 
way pretty much on a flexible basis, but in such a way that the burden 
is on the lender and the borrower to get a fair valuation which they 
think will maintain itself over the years, without any prospect or 
any looking forward by either one to a change in the situation unless 
there is something beyond control, or a large emergency in which 
there would be some other agency that woul | step in, that we would 
tend to get this thing stabilized. I think that has been the vein of 
the whole farm credit system for som many years and is just beginning 
to get straightened out, and I would not want to throw that in here 
at this time. 

It has been suggested, I think, that when an emergency 

Senator Magnuson. When you get into something that is real and 
general, such as we had in the early thirties, that can be handled by 
legisl: ition. 

Mr. Rieete. That is right. 

Mr. Green. It would have to be anyway. 

Senator Magnuson. Yes, it would have to be anyway. 

Mr. Ricexe. I was quite familiar with that Wenatchee area opera- 
tion. 

Senator Magnuson. It worked for that area depression. 

Mr. Riceie. And several other areas the same way. I know that 
is the txpe of thing you are going to get when it is necessary. 

Mr. Green. If I inderstand you correctly, then, insofar as those 
features I have just mentioned, those three features, you prefer the 
substitute bill as it is written at the present time to the provisions that 
were not carried over in the original 8S. 25? 

Mr. Rieeie. Yes, I do, and I think that for this reason: That if we 
get the substitute bill on the books then we can change it as time 
goes on, no doubt, if situations develop that warrant it. But to have 
this on the books will, in itself, have a salutary effect on the whole 
situation, in place of putting it on at this time when we are not under 
pressure. 

Senator Magnuson. Thank you, Mr. Riggle. 

Mr. Rieerx. Thank you, Mr. Chairman. 

Senator Magnuson. Mr. Covey, do you have anything you want to 
help us out with ? 





STATEMENT OF EDWIN L. COVEY, CHIEF, BANKRUPTCY DIVISION, 
ADMINISTRATIVE OFFICE OF THE UNITED STATES COURTS 


Mr. Covey. Senator Magnuson, I receive you letter in which was 
a request for someone from the Administrative Office to appear. As 
you know we operate, or we are required under the direction of the Ju- 
dicial Conference of the United States. We are the administrative 
agency, and we, of course, have no judicial function. Until the ju- 
dicial conference does act we are in no position to take or express an 
opinion one way or the other on whether this is right or this is wrong. 
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Senator Magnuson. We have appreciated that, but we thought you 
might have some beneficial suggestions as to the administration or 
the operation of a law such as this. There might be some phases of 
it which might look legally impractical upon “which you may have 
some suggestions by way of administration that would be helpful. 

Mr. Covey. There is an expression before this committee that was 
submitted at the last session, a letter written by Mr. Chandler to Sen- 
ator McCarran, which bring the story up to that point. 

Senator Magnuson. Yes; we have that. I think that should be 
placed in the record at this point. 

(The letter referred to is as follows:) 


ADMINISTRATIVE OFFICE OF THE UNITED STATES CouRTs, 
Washington, D. C., March 28, 1949. 
Hon, Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear SENATOR McCarran: The amendment of the Bankruptcy Act provided 
for by the bill which is pending before your committee, and about which you 
inquired on March 2, would add to the act a new chapter to be numbered XVI 
dealing with the subject shown in the title of “Farmer-Debtor Relief.” This 
would replace the former section 75 of the I Seetliadae Act which was limited by 
subsection (c) to petitions filed prior to March 1, 1949 (11 U. S. C. 208 (¢)). 
Chapter XVI provided for in the pending bill would become a permanent part 
of the Bankruptey Act. 

The present limitation of March 1, 1949, is the last of a number of extensions 
by the Congress from time to time of the operation of the original section 75 of 
the Bankruptcy Act. As the expiration of the time limits set by previous acts 
has approached, bills to make a permanent part of the Bankruptcy Act provisions 
for the adjustment of farm indebtedness have been introduced in successive Con- 
gresses and have received consideration. The Judicial Conference of the United 
States under which I act has not expressed itself on the primary question of 
policy whether a chapter to provide for the adjustment of farm indebtedness 
should be made a permanent part of the act. Consequently I am not in a position 
to express an opinion upon that question. At its annual meeting in October 1946, 
however, the Judicial Conference took the following action: 

“It was ordered that, in the event legislation is proposed under which section 75 
of the Bankruptcy Act would become permanent, the conference recommend 
the abolishment of the offices of Conciliation Commissioner and Supervising 
Conciliation Commissioner and the absorption of their duties and functions by 
the referees in bankruptcy. The Committee on Bankruptcy Administration and 
the Director of the Administrative Office of the United States Courts were au- 
thorized, in the event such legislation is proposed, to inform the Congress of the 
conference’s position” (pp. 15-16 of the October 1946 report of the Judicial Con- 
ference). 

The pending bill (S. 938) is in accordance with this recommendation of the 
Judicial Conference because it drops the offices of conciliation commissioners and 
supervising conciliation commissioners provided for in the present secton 75 and 
places the administration of farmer-debtor cases in the regular salaried referees 
as do chapter XI of the Bankruptcy Act relating to arrangements, chapter XII 
relating to real-estate arrangements, and chapter XIII relating to wage-earner 
plans. This seems desirable because the referees acting under the respective 
district courts are the natural officers to administer the proceedings involved 
like other bankruptcy proceedings, and the creation of a separate class of officers 
to handle farmer-debtor proceedings would appear unnecessary and unduly 
expensive. 

The bill about which you have asked (S. 938) corresponds with two bills pend- 
ing in the House (H. R. 1194 and H. R. 3388). There is also pending in the House 
another bill (H. R. 8112) which like S. 988 provides for a new permanent chapter 
on the subject of farmer-debtor relief to be known as Chapter XVI. The major 
differences between the bill about which you inquire (S. 938) and the correspond- 
ing House bills on the one hand and the other House bill (H. R. 3112) on the 
other, are as follows: 

1. S. 988 provides that the order establishing the value of the debtor’s property 
upon the first appraisal, when the order has become final, shall be a conclusive 
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determination of the valuation of the property throughout the proceedings (sec- 
tions 943 and 1008 of S. 938) whereas H. R. 3112 provides for reappraisal of the 
property retained by the debtor at the time of redemption (sections 943 and 
1008 of H. R. 3112). In support of this provision it is urged by the framers of 
H. R. 3112 that under the holding of the Surpeme Court in Wright v. Union 
Central Life Insurance Company ( (1940) 311 U. S. 273, 44 Am. B. R. (N, 8.) 
280, 61 8S. Ct. 196, 85 L. Ed. 185), provision for reappraisal is essential to the 
constitutionality of farmer-debtor legislation. 

2. S. 938 provides for installment payments which after payment of taxes, 
insurance, and upkeep apparently are to be credited on the appraised value to 
the date of redemption (sections 944, 945, and 1008 of S. 938), while H. R. 3112 
provides for fixed rental payments to be distributed to the secured and unsecured 
creditors as their interest may appear after payment of fees, costs, and expenses 
incurred and allowed (sections 944, 945, 1028, and 1029 of H. R. 3112). 

3. S. 938 provides for payment by the debtor of interest at the rate of 4 percent 
per annum on the unpaid balances of the appraised value of the property which 
he seeks to redeem (section 1008 of S. 9838) whereas there is no such provision 
in H. R. 3112. 

4. S. 988 provides for an extension of the 3-year moratorium for not to exceed 
two additional years, if at the end of the 3-year period the farmer-debtor has 
paid at least one-half of the value of his property (section 1007), whereas H. R. 
3112 provides for the two additional years upon the condition that a plan has 
been confirmed and the debtor has paid at least one-half of the amount neces- 
sary to consummate the plan. 

All of the bills referred to, including the bill about which you inquire (S, 938), 
and the three House bills conform with the recommendation of the Judicial 
Conference in 1946 stated above that in the event that a special provision for 
farmer-debtor cases is made a permanent part of the Bankruptey Act, the func- 
tions of the conciliation commissioners and supervising conciliation Commission- 
ers under section 75 of the act be placed in the referees in bankruptcy. All the 
bills do this. The Judicial Conference has not considered any of the bills pend- 
ing in the present Congress nor the four major differences specified above. They 
are pointed out in the hope that the statement of them may be helpful in the 
consideration of the pending bill (S. 938). 

With kind regards, I am, 

Sincerely yours, 
Henry P. CHANDLER. 

Mr. Covey. Would you like to have me go into some of the back- 
ground of this legislation or are you interested particularly in that? 
I mean purely the administrative end of it. 

Senator Macnuson. I think that if you could, for our future use, 
get us up some little background of the situation we might be asked 
questions by others and to what the background is, particularly in 
making our final report. 

Mr. Covey. I could give that to you, I think, very briefly. 

Senator Magnuson. Do it now, and then it will be on the record. 

Mr. Covey. Yes, that is in addition to what is in that letter. 

Senator Magnuson. Yes. 

Mr. Covey. Well, that letter refers to a bill which was introduced 
in the House about three sessions ago. It was in the Eightieth Con- 
gress. Prior to that time the Frazer-Lemke law was on the books, 
and it was always on a temporary basis. It was run for a little while 
and run out and then there was a period of time when it was not oper- 
ative. And then when the law was reenacted it would be on the books 
again for the filing of new petitions. At one time, or at the time 
of the last extension when it was under consideration in the House, 
suggestion was made that an effort be made to produce a permanent 
bill, a permanent chapter that would embody the provisions of the 
Frazer-Lemke Act and put it in line with the general Bankruptcy Act 

and the other relief chapters. 
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Mr. Olney, Referee Olney of New York, who was at that time the 
chairman of the National Bankruptcy Conference offered the serv- 
ices of that group on a drafting committee to draft such a bill. 
Judge Hobbs, who was a member - of the committee, and at one time 
chairman of the Bankruptcy Subcommittee of the House, suggested 
that a representative of our oflice and of the Department of “Justice 
confer and serve with that group. That was done and the bill that 
was evolved is the bill which is now in the House known as the Reed 
bill, H. R. 1745. That is the background of that bill. 

Simultaneously with that, of course, Congressman Lemke was 
very active in this legislation. And over a period of some time he 
adopted practically all of the provisions—I say practically all, there 
were only four points of difference eventually between the bill that 
Congressman Lemke evolved and the bill that was drafted by this 
committee. He introduced the bill in the House, and it was intro- 
duced, the identical bill here, at the last session of Congress as S. 
938. That is the bill that was passed by the last session of Congress. 

At this session of Congress it was introduced and it is S. 25. 

Now, that is the history back of that bill. 

Fundamentally, S. 25, which is the Lemke version and H. R. 1745, 
in the present session of Congress, are very largely identical with 
the exception of these four features, which are mentioned in Mr. 
Chandler’s letter. 

Now, after S. 938 was passed in the Senate, there were hearings 
held in the House on that bill, and on the Reed bill which was then 
pending which was H. R. 3112 in the Eighty-first Congress. That 
bill, as I said, is identical with the present bill in the House, H. R. 
1745, 

The committee in considering those two bills, the House committee. 
eventually tabled all of them at the last session of ( ongress. Then 
at this session they have been reintroduced, and in order that you can 
line them up and make some comparison, let me show you this state- 
ment as to how they line up. I will hand it to you and you can 
follow it. 

S. 25 amended, introduced in the Senate at this session has also 
been introduced by four Congressmen on the House side, and the 
numbers are the numbers that appear there. I will read them for 
the record: H. R. 4304, H. R. 4856, H. R. 4944, and H. R. 4946. They 
are identical with the bill that is here, S. 25 amended. 

In addition, there have been introduced, of course, the S. 25 bill 
here, and in the House, H. R. 1745. 

With that background, and without being in a position to express 
to you any opinion as to which bill is correct, and which bill is pref- 
erable, and which bill should be enacted—and that is a matter of 
policy for the Congress to decide—I have made a comparison, or a 
statement of the major differences between S. 25 amended and the 
identical bills in the House on the one hand and 8S. 25 and H. R. 1745 
on the other. 

Senator Magnuson. That would be very helpful to us. 

Mr. Covey. IT have discussed it under these headings. Now, I am 
glad to hand you this and I will be glad to discuss it in detail. TI will 
give you the general headings, and if you feel there is anything there 
that you would like to discuss either now or on the question or drafts- 
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manship or administrative policy or anything of that kind, I will be 
glad to do so. 
(The statement referred to is as follows:) 


All of the bills pending in the present Congress conform with the recommenda- 
tion of the Judicial Conference in 1946 that in the event special provision for 
farmer-debtor cases is made a permanent part of the Bankruptcy Act, the func- 
tions of the conciliation commissioners and the supervising conciliation com- 
missioners be placed in the regular salaried referees in bankruptcy. The Judicial 
Conference, however, has not considered any of the bills pending in the present 
Congress nor the major differences between them which are set forth below. 
Consequently I am not in a position to express an opinion upon any of them. The 
differences in the bills are pointed out merely in the hope that a statement of them 
may be helpful in the consideration of the pending bills. 

The major differences between S. 25 amended and the identical bills in the 
House on the one hand and §8. 25 and H. R. 1745 on the other appeaf to be as 
follows: 

I. WHO MAY FILE PETITION 


(a) S. 25A makes the provisions of chapter XVI available to all farmers within 
the definition set forth in section 906 (7) except a tenant farmer, whereas under 
section 906 (6) of S. 25 and H. R. 1745 the relief is available to a tenant farmer. 

(b) Section 906 (8) of S. 25A requires all joint owners of encumbered property 
to join in the petition. No similar requirement is contained in S. 25 and H. R. 
1745. 

II. MORATORIUM PROVISIONS 


(a) In addition to the requirement that the debtor shall state in his petition 
that he is insolvent and unable to pay his debts as they mature and that he desires 
to avail himself of the benefits of chapter XVI, section 938 of S. 25A requires a 
determination by the court as a prerequisite to the granting of a moratorium that 
the debtor’s distress is due to causes beyond his control. 

(b) If granted, the moratorium under §S. 25A is for an indefinite period for the 
duration of the emergency (sec. 938): whereas under 8S. 25 and H. R. 1745 the 
debtor is continued in possession for an initial period of 3 years (sec. 947) 
which may be extended for an additional period of 2 years under certain condi- 
tions (see sec. 1007 of S. 25 and 1008 of H. R. 1745). 

(c) Under S. 25A, the moratorium may be terminated upon a determination by 
the court that the emergency has ceased (sec. 942). Creditors not more often 
than at 2 year intervals are given a right to a hearing on the question as to 
whether the emergency has ceased. If the moratorium extends more than 4 years 
any creditor, at 1 year intervals, is given the right to a hearing as to whether the 
emergency still exists. Under S. 25 and H. R. 1745 the moratorium ceases at the 
end of 3 years (sec. 947) unless extended for an additional 2 years (sec. 1007 of 
S. 25 or 1008 of H. R. 1745). The moratorium might also be terminated by the 
confirmation of a plan of arrangement pursuant to article IX of S. 25 and H. R. 
1745. 

III, RENTAL PROVISIONS 


(a) Section 939 of S. 25A limits the right to object to the rental on encumbered 
property offered by the debtor to a secured debtor and on unencumbered property 
to an unsecured creditor. No such limitation appears in H. R. 1745. S. 25 pro- 
vides for installment payments rather than rent during the time the debtor 
remains in possession of his property. 

(b) Under section 939 of S. 25A no provision is made for the payment of 
insurance out of rental money as is provided in section 945 (b) of H. R. 1745 or 
from the installments provided for in S. 25 (sec. 945 (b)). 


IV. 





APPRAISAL PROVISIONS 


(a) §. 25A makes no provision for an appraisal of the debtor’s property at any 
stage of the proceeding. 

(b) S. 25 provides for one appraisal at the beginning of the proceeding which 
shall be a conclusive determination of the valuation of the property throughout 
the proceedings (secs. 948 and 1008). 

(c) H. R. 1745 provides for an appraisal at the beginning of the proceeding 
and for a reappraisal of the property retained by the debtor at the time of re- 
demption (secs. 943 and 1007). 
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(d@) An appraisal of the property retained by the debtor is required by S. 25 
and H. R. 1745 for the following purposes : 

1. In fixing the installment payments provided for in sections 944 and 945a 
of S. 25 

> 


ae), 


In fixing the rental payments provided for in sections 944 and 945 of H. R. 


174 

3. As a basis for the debtor’s claim of exemption (sec. 934). 

4. Redemption of property retained by the debtor. Under S. 25 the redemption 
is on the basis of the original appraised value plus interest at 4 percent on unpaid 
balances of the appraised value. No provision for reappraisal is contained in 
this bill (see. 1008). Under H. R. 1745 the redemption may be at the original 
appraised value or at the reappraised value (sec. 1008). 

5. In fixing the maximum amount required to be paid to secured creditors who 
do not aecept the plan of arrangement (sec. 988 (14) ). 


V. EXTENSION PROVISIONS 


(a) S. 25A provides, after the emergency ceases to exist, for an extension, 
which extension shall provide for (1) full payment of all secured debts amor- 
tized over a term of years (sec. 987). There is no provision for a composition 
of scaled down secured debts based upon the appraised value of the encumbered 
property ; and (2) for payment of unsecured debts to the extent and on the terms 
which the debtor believes he will have the ability to pay from his future income. 

(b) S$. 25 and H. R. 1745 provide for a plan of arrangement under which the 
secured debts may be scaled down to the appraised value of the security. Un- 
secured debts may be extended as well as scaled down (art. IX). 

(c) Under section 988 of S. 25A an extension proposal shall be confirmed by 
the court unless written objections are filed, whereas under section 990 of S. 25 
and H. R. 1745 a plan is required to be accepted (1) as to unsecured creditors by 
a majority in number and amount and (2) as to secured creditors by each of 
the secured creditors or if they are divided into classes then by a majority in 
number and amount of each class. 


VI. ADMINISTRATIVE, PROCEDURAL, AND FISCAL PROVISIONS 


(a) Under S. 25A the referee in addition to his judicial functions is required 
to handle all of the administrative, procedural, supervisory, and fiscal matters 
involved in the entire proceeding except that a trustee may be appointed to ad- 
minister only the unexempt property not retained by the debtor (sec. 941). S. 25 
and H. R. 1745 provide for the appointment of a general trustee whose duties 
are set forth in section 940 as follows: 

1. Administer unexempt property, possession of which is not retained by the 
debtor. 

2. Receive all moneys paid by the debtor or coming into the estate and disburse 
and distribute the same. 

3. When authorized by the court, supervise the farming operations of the 
debtor. 

(b) Under section 39e of the Bankruptey Act any person aggrieved by an order 
of the referee may apply for review of such order within a period of 10 days 
unless extended by the court for cause shown. Section 939 of S. 25A permits a 
review by any person (including the debtor) of the order fixing rental within 
20 days. Section 943 of the same bill limits the debtor to a period of 10 days 
for review of a referee’s order. Also any creditor may review an order of a 
referee granting a moratorium of more than 4 years’ duration within 20 days 
(sec. 942). 

(c) Under the general Bankruptcy Act the hearing before a United States 
district judge upon a review of a referee’s order is upon the referee's certificate 
of review and the record before the referee with a right of appeal to the United 
States courts of appeals (secs. 39a (8) and 24). There is no provision for a 
trial de novo before the district judge. 

Section 942 of 8. 25A, where a moratorium of more than 4 years is granted 
by the court, provides for a trial de novo upon a review of the referee’s order 
thereon with no right of appeal. In 8. 25 and H. R. 1745 no similar provisions 
appear (sec. 918). 

(d) Under the general Bankruptcy Act fees, in addition to the original filing fee 
of $45, for the referees’ salary and expense funds are fixed by the Judicial 
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Conference of the United States at rates sufficient to support the Referees’ Salary 
System on a self-sustaining basis (sec. 40e (2)). Section 3a of S. 25 and H. R. 
1745 make the provisions of section 40¢ (2) applicable to chapter XVI (farmer- 
debtor) cases. S. 25A omits this section and in sections 939 and 1025 fixes the 
fees and charges to be made for the referees’ salary and expense funds and limits 
such charges to the amounts so fixed. 

(e) Section 40c (4) of the Bankruptcy Act provides for the establishment in 
the United States Treasury of two separate funds known as the referees’ salary 
fund and the referees’ expense fund respectively. Referees’ salaries are paid 
from annual appropriations from the salary fund and all other expenses are paid 
from annual appropriations from the expense fund. They are administered and 
maintained as two separate and distinct funds. Sections 939 and 1025 of S. 25A 
provide that the charges fixed therein shall be paid to the Treasury of the United 
States for deposit in the referees’ salary fund and the referees’ expense fund 
respectively but make no provision as to how the charges shall be divided 
between the two funds. Furthermore, as to the charges fixed in section 1025 
of S. 25A, which are in the nature of charges for expenses of the referees, there 
is no direction that such charges shall be paid into the referees’ expense fund 
as would be the case for similar charges fixed by the Judicial Conference of the 
United States pursuant to section 40¢ (2) of the Bankruptcy Act 

(f) Sections 929, 930, and 988 of S. 25A contain provisions permitting the 
completion of foreclosure proceedings in other courts by confirmation of a fore- 
closure sale and delivery of a deed to the purchaser at such sale after the 
institution of proceedings under chapter XVI and during the period of mora- 
torium or after the confirmation of an extension. No similar provisions are 
contained in S. 25, H. R. 1745, or in any of the other relief chapters of the 
SZankruptey Act. 

(g) Section 1051 of S. 25A provides that on and after the effective date of 
chapter XVI, it shall be the only chapter other than chapters I to VIL (straight 
bankruptcy proceedings) of the Bankruptey Act applicable to farmer-debtors and 
their creditors. No similar limitation is contained in S. 25 and H. R. 1745. 

Senator Magnuson. I think, Mr. Covey, you and Mr. Green might 
discuss it, and he can see what he thinks we might want. 

Mr. GREEN. Yes, sir. 

Mr. Covey. My purpose in preparing it is to be of help to the com- 
mittee. 

Senator Magnuson. They will be of help particularly in the com- 
parison of what we have here, not so much between 25 and 25A, but 
between the House bills that are introduced and pending. What are 
they doing over there? Are they having any hearings? 

Mr. Green. Not that I know of. 

Mr. Covey. I have heard of none. 

I will say that in this comparison where there is a difference between 
H. R. 1745 and S. 25, while I have treated them as almost identical, 
where there is a difference I have pointed that out. 

ae om) 

Senator Magnuson. Then we can see where we are. I am sure the 
committee will want to act on this probably the next meeting after 
this Monday. That is, the full committee. 

Mr. Covey. Without pointing out any opinion or expressing any 
opinion or taking any position on any ‘of them, I have listed those 
differences here for the committee's consideration. 

Senator Magnuson. That would be very fine, and we will be glad 
to have that. 

Mr. Covey. If there is any statistical information or any drafting 
assistance or anything that our office can do, we are at your service. 

Senator Magnuson. I appreciate that, Mr. Covey, and I appreciate 
your coming here this morning, because you were very helpful. 

Mr. Covey. I apologize for interrupting. 

Senator Magnuson. I am glad you did. 
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It has been so long since we had the first hearings on the original 
act that some of these technical provisions, unless you are looking 
right at them, are a little bit difficult. However, I thank you again. 

Mr. Covey. Thank you, Mr. Chairman. 

Senator Magnuson. Let the record show that we will hold the 
record open for any statements that may come in in the next 10 days. 

(Whereupon, at 12:05 p. m., the committee was recessed, subject to 
the call of the chair.) 

(The following letter was subsequently submitted for the record :) 


AMERICAN FARM BUREAU FEDERATION, 
Washington, D. C., February 14, 1952. 
Hon. WARREN G. MAGNUSON, 
United States Senate, Washington, D. C. 

DEAR SENATOR MAGNUSON: The American Farm Bureau Federation, in behalf 
of its 1,492,000 farm family members in 47 States, wishes to take this opportunity 
to support the proposed amendment of the Bankruptcy Act contained in §. 25 
(in the nature of a substitute). 

We believe that there are two important requisites of bankruptcy legislation : 
First, to protect the full amount of the lender’s claim, which is essential to assure 
for American agriculture a constant and dependable supply of farm credit at 
minimum rates of interest from nongovernmental sources; second, such legisla- 
tion should provide for flexibility of principal and interest payments in cases of 
debtor distress due to such uncertainties a floods, drought, frost, disease, insects, 
and abrupt deflation, which are wholly beyond a debtor’s control. 

The proposed amendment to the Bankruptey Act provided in S. 25 (in the 
nature of a substitute) is, we believe, a moderate proposal which protects the 
interests of creditors and thus would preserve the credit supply for agriculture 
and at the same time provide protection to farmer-debtors against disaster or 
hardship beyond their control. 

We wish to recommend the enactment of this proposal during this session of 
Congress. We request that this letter be made a part of the record of the hear- 
ings on §S. 25 (in the nature of a substitute). 

Sincerely yours, 
JoHN C. Lynn, Legislative Director. 
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